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all will appreciate World Report with its penetrating, objective 
reporting and analyzing of the news of the world. 
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A $100,000,000 cash settlement for 
Lend-Lease is to be made by South 
Africa. That will be the biggest payment 
so far received by the U.S. for supplies 
lent under the wartime program, Original 
value of U. S. shipments to South Africa 
was $169,000,000. The Union Govern- 
ment also is buying, for about 20 cents 
on the dollar, $7,500,000 worth of U.S. 
surplus property reclaimed from Britain. 


o °o °9O 


. Russian employment this year is to 
total 31,600,000 men and women. This 
“bor force, about equal to that of 1941, 
does not include forced laborers, who 
number nearly 15,000,000, nor most of 
Russia's many millions of farmers. These 
Russian workers correspond roughly to 
the 40,300,000 nonagricultural workers 
in the U.S. 


o oOo 9 


Snending by American tourists abroad 
totaled $430,000,000 in 1946. That figure 
does not include air or steamship fares. 
It is $110,000,000 more than U. S. tourists 
spent in 1945 and only $53,000,000 less 
than was spent in the boom year of 1929. 
Canada and Mexico alone got 75 per cent 
of the U.S. dollars last year and Europe 
only 10 per cent. A new peak in American 
spending abroad is expected this year. 


o 0 °O 


Empire aid for ailing Britain now is 
developing. A cash gift in pounds sterling, 
the equivalent of $80,875,000, is to be 
presented to the mother country by Aus- 
tralia. New Zealand’s contribution to ease 
Britain's critical economic burden is to 
amount to $40,562,500. 


o 0o 90 


Uruguay's credit in Britain, amounting 
to $90,000,000 in blocked sterling bal- 
ances accumulated by sales to the United 
Kingdom, is to be the subject of a confer- 
ence in London next month. Uruguayan 
delegates will seek to free the balances 
and try to get a new contract covering 
British purchases of Uruguayan meat. 
Like Argentina, Uruguay may attempt to 
buy British-owned utilities in South 
America and apply the blocked sterling 
on the purchase price. 


oo 90 


European automobiles in Argentina no 
longer are subject to rationing. Some 21 
makes of small cars, which are_ being 
shipped to Argentina from Britain, France 
and Italy in greater numbers than U. S. 
models, now may be sold free of Govern- 
ment regulations. 
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Siamese tin and tin concentrates are to 
be bought by the U. S. Some 16,000 tons, 
for the most part a wartime accumulation, 
are available for export. The U.S. has 
agreed to buy a big share and may get 
most of it. Siam needs American dollars to 
purchase all kinds of U.S. products from 
machinery to textiles. The tin sale would 
net the Siamese about $16,000,000 and 
would mean the revival of U. S.-Siamese 
trade. Under a recent air-transport agree- 
ment between the two countries, Bang- 
kok now is linked by air with the U.S. 
through the Mediterranean and India and 
through Indochina, China, the Philippines 
and across the Pacific. 

°° 0 


Lower income taxes for Australia are 
to take effect July 1. A cut of 26 per cent, 
chiefly in lower-income brackets, will 
mean a loss to the Commonwealth Gov- 
ernment of about $106,755,000 in reve- 
nue a year. Under the plan, a man with 
three dependents will be exempt from 
taxes up to $1,025.50, and a man with 
four dependents will not have to pay a 
tax on his first $1,294 of income. 


oo °O 


Bolivian oil production is to be stepped 
up this year. Present output of 1,000,000 
barrels a year will be increased by 50 per 
cent in 1947. U. S. funds are underwriting 
a petroleum development program in 
Bolivia that is expected to begin paying 
off in 1949. The Export-Import Bank has 
set up an $8,500,000 credit for drilling 
operations, the purchase of U.S. equip- 
ment and the services of U.S. engineers 
in the construction of refineries and pipe 
lines. So far only $1,000,000 has been 
used for drilling operations. An addi- 
tional $5,600,000 has been raised by 
private financing in the U.S. and Bolivia 
to increase the total investment to 


$14,100,000. 
° 0 Oo 


Swedish paper consumption may be 
cut 25 per cent under a new Government 
plan. The cut would apply to books, mag- 
azines, wallpaper, bags, stationery and 
many other products. Another restriction 
in the use of newsprint also is expected. 


o 0 °O 


A Spanish surtax on imports now is in 
effect. The new levy of 20 per cent is be- 
ing made on a wide range of materials and 
goods including metals, rubber, chemi- 
cals, lumber, asbestos, paper, leather, 
machinery and equipment, vehicles, glass, 
ceramics, furniture, textiles, soaps, spices, 
beverages and foodstuffs. 
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Meeting at Moscow now, the foreign ministers of Russia, the U. S., 
Britain and France are turning their attention to Germany and Austria 
for the first time in across-the-table negotiations. What they accom- 
plish—or fail to accomplish—will have a profound impact on the rest 
of the world. 

To keep you informed on the meaning of Conference developments 
in the weeks ahead, a World Report correspondent, Robert Kleiman, 
will be in Moscow throughout the meeting to furnish an analysis on the 
spot of the happenings there. Kleiman’s information, along with de- 
velopments reported from London, Berlin and our other bureaus, will 
give our readers a fresh and clear picture of the meaning back of the 
news that comes from Moscow. Kleiman speaks Russian, having 
studied the language while a student at the University of Michigan, 
and much of his time with World Report has been spent in analyzing 
Russia’s frequently perplexing policies in her relations with the other 
countries of the world. 

o * » 

Behind the Big Four, in their Moscow meeting, are developments of 
grave implication to the U.S. in other parts of the world. Because of 
Great Britain’s unhappy plight, the U. S. now finds itself forced to the 
threshold of active participation in the internal affairs of Greece and 
other countries. Beginning on page 5 of this issue, you get a detailed 
account of the new role in international affairs that confronts the U. S. 
and her people. On page 8, a dispatch explains the situation inside 
Greece and the importance of developments there to the outside 
world. To round out the picture, you will find on page 26 an explana- 
tion of why Russia takes the attitude she does toward the postwar 
world. 

o . - 

World salesmanship is a new undertaking for the U. S. Government. 
Many of the things done by Washington in the war period and since 
have the little-noticed effect of sowing seeds for world markets for the 
U.S. businessman. Countries now using surplus war property from 
America are learning American business methods at the same time and 
becoming accustomed to U.S. products, which will influence their 
buying in the future. You will find an interesting explanation of how 
this works on page 16. 

o — o 

Trouble for Perén? That question is coming out of Argentina more 
and more these days. Outwardly, President Juan D. Perén’s hold on the 
country that chose him for its constitutional President a year ago is as 
strong as ever. But things have been happening among businessmen 

and farmers that may alter the course of events in Argentina. You get 
the story in detail on page 14. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of March 18, 1947 
Volume 2, No. ll 


The world is getting a new kind of inventory, a public checkup of the power 
and position of Russia and the U.S. thatmany consider dangerous but few ex- 
pected. Actually, the current situation looks this way: 

War is not even mentioned. Neither side is able or willing to fight. 

A direct break in U.S.-Russian relations doesn't figure in the outlook. 

Political warfare in the Mediterranean, probably the Orient, is in prospect. 

An eventual showdown, a growing uneasiness, is more than ever in the cards. 


The question of U.S. aid in Greece, of supporting Greece against communisn, 
important as it is, is only an incident in a much larger problem. Dollars are 
being suggested at first to rescue Greece, but political commitments for Greece 
can't be far behind. Elsewhere in the Mediterranean: 

Turkey, a strategic neighbor of Greece, can no longer depend on Britain. 

Italy is far from solvent despite $900,000,000 already spent by the U.S. 

France is under Communistic pressure, is in need of additional credits. 

Those are typical examples, illustrations that, once embarked on this course 
of world leadership, there isn’t any easy way for the U.S. to turn back. There 
is no assurance the world can pay out, in the end, for dollars and goods supplied. 
It would depend on U.S. ability to accept goods from abroad in great quantities, 
in the years ahead when U.S. industry will. be producing at a high rate at home. 





What also complicates world policy for the U.S. just now is the domestic 
system of checks and balances built into the Washington Government. 

Congress has final say, and congressmen think of many things. 

Budget balancing will have to wait if U.S. commitments abroad are widened. 

Tax cuts, wanted by congressmen, must be weighed against overseas spending. 

The difficult job ahead is selling the American people on the gravity of an 
approaching crisis, whether it really is a crisis in U.S. terms. 

Congress and domestic advisers in the Administration now have to face up to 
the fact that they cannot have their cake and eat it too; that the U.S. cannot 
retire her national debt and check the spread of Soviet influence at the same 
time. The decision has to be clear cut, one way or the other. 








At the same time, a different sort of inventory is being made by Russia. 

Russia is badly hurt by the war; is probably faced with greater problems of 
reconstruction than any other nation. : 

Russians aren't now, and will not be for many years, ready to fight again. 

Russia's system is having some rather serious internal problems, is having 





(over) 
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difficulty digesting newly won territory and obtaining sufficient foodstuffs. 
On this basis, Russia is more eager than she appears for a settlement over. 
Germany, for more assistance from outside in repairing damage and increasing output. 


There's a definite chance that Secretary of State Marshall, at Moscow, will 
get an opportunity to do business with Russia's Stalin, that neither the U.S. nor 
Russia will like the looks of their own balance sheets. In the event of a deal: 

Russia will tell Marshal Tito to reduce his pressure on Greece. 

Germany will be operated as a whole, will start to earn her living. 

Austria will be freed of occupying troops, will begin to produce again. 

That's the most to expect. If the Russians aren't ready to fix terms for 
much of Europe, then friction will grow, competition will increase and a drift 
toward conflict will be accelerated. 











What needs to be understood, in looking at China's troubles, is this: 

Black markets thrive as immense demands make it profitable to get around 
official rules, as threats of death sentences fail to dry up runaway inflation. 

Hoarding is encouraged as owners of valuables tend to hold back, expecting 
still higher prices, anxious to maintain real wealth in jewels and American money. 

Point is that there is not enough control to assure that the economy will 
operate in an orderly and organized way; that drastic regulations will do any more 
than postpone a panic. Just when the Chinese are ready to heave a sigh of ree 
lief over reopening a railroad, increasing some export or a retreat by Commnu- 
nists, then the whole cycle will begin to turn once more. There is an outburst 
of civil war, a squeeze in food or agitation for cotton clothes. The regime of 
Chiang Kai-shek ds a result, moves from one crisis to another, unable to re- 
strain prices, or enforce rationing or end speculation. Its main preoccupation 
is to get more U.S. aid, to keep a shaky currency afloat by dollar transfusions. 








At the heart of the problem are these positions: 

U.S. is ready to help with dollars only if Chiang reforms his Government. 

Chiang's cronies, the Kuomintang, want aid first, ahead of a reorganization. 

For all his paper authority, his personal popularity, Chiang seems unlikely 
to do more at present than remark to insiders that he can't shoot everybody; that 
China's future rests far more with millions of Chinese in the interior than with 
the fifth of China that inhabits the business centers such as Shanghai. It’s this. 
philosophy that keeps Chiang going, despite the departure of T. V. Soong, an ex- 
pert manipulator, who has ideas of his own about the operations of China's economy. 





In Chiang's search for immediate remedies..... 

Successor to Soong is an early aim; is qualified by two conditions. 

Applause from the U.S. is desired in erder to encourage financial aid. 

Kuomintang leaders are not to be irritated needlessly or antagonized. 

In this situation, Chiang is considering the utility of General Chang Chun, 
who made good as Governor of a province of China (Szechwan) and may fill the 
bill as China's next Prime Minister. He's personally close to Chiang, but less 
acceptable to the Kuomintang. A major factor is whether his progressive repu- 
tation with the U.S. makes the choice worth while. If China can't get a $500,000,- 
000 credit now, then she wants to get $100,000,000 to finance badly needed cotton. 
For Soong's successor, Chiang needs a man who will help win this aid from the U.S. 
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DEEPENING OF WORLD-WIDE CRISIS 
THRUSTS NEW ROLE ON AMERICA 


Nation faces choice of accepting 
obligations of leadership or of 
permitting spread of communism 


The question of what the United 
States does about Greece is turning out 
to be more urgent, just now, than any- 


thing the top diplomats of the Big Four. 


at Moscow do about Germany. 

A peace settlement with the prime 
mover of World War II suddenly has 
been shifted into the background. Up 
front, trouble in Britain and danger in 
Greece overshadow the Moscow Confer- 
ence and confront the U. S. Government 
with a crisis that Washington officials call 
exceedingly grave. President Truman, by 
cancelling a long-planned trip to the 
Caribbean, underlines official attitude. 

Ready or not, the U.S. is asked to as- 
sume the role of leadership in a world 
overflowing with troubles, But before 
taking on new responsibilities, the nation 
is having to resolve the great American 
dilemma, to decide whether communism 
abroad is more to be feared than a big 
national debt at home. 

U.S. Congressmen, in this situation, 
find their plans for a 20 per cent cut in 
taxes and a sizable reduction in the na- 
tional debt jeopardized, if not disrupted. 
Preoccupation with labor legislation is 
invaded by a call to concentrate on crises 
thousands of miles away from the U.S. 
electorate. The hope that American diplo- 
mats could handle the country’s interna- 
tional business without further demands 
on American resources is badly battered. 

Though accustomed to crises of their 
own making, Americans find it strange to 
be hit by something which is exploding 
thousands of miles away, and in a small 
and poverty-stricken country at that. Re- 
peated expressions of concern by the 
White House, by the Department of State 
and by congressional leaders seem to be 
required to bridge the distance between 
Athens and Washington. 

Congressmen who have sized up Secre- 
tary of State George Marshall as one not 


given to exaggeration, however, incline to 
believe him when he says the world is in 
unusually bad shape, and that the United 
States will have to do something about it. 
The general mood of crisis is heightened 
by the knowledge that Marshall regards 
the world situation as much too explosive 
for him to linger in Moscow, unless the 
Conference produces something more 
than haggling with the Russians. 

@ Underlying this current series of ex- 
plosions, now reverberating in Washing- 
ton, is a failure in international plans and 
performance. Difficulties of the postwar 
period, it was hoped, would be met and 
conquered by world machinery specially 
devised for the purpose. The transition 
from war to peace was to have been 
smoothed by harmony and co-operation 
among nations. 


Relief needs in liberated countries were 
to have been met by the United Nations 
Relief and Rehabilitation Administration, 
into which the United States put about 
$3,000,000,000, three fourths of the total. 

Occupation armies in enemy countries 
were to have disarmed and policed the 
vanquished, provided enough relief to 
prevent disease and unrest, and started 
the defeated on their long journey toward 
the ways of peace and self-sustenance. 

Treaties of peace were expected, be- 
fore too long an interval, to enable ex- 
enemies to take the job over from the 
Allied armies. Remote control, from then 
on, could be trusted to keep trouble- 
makers in line. 

The United Nations had come into be- 
ing to keep the peace, once made. Unlike 
the League of Nations, the U. N. includes 
the two most powerful nations, Russia 
and the U.S., and the new organization 
pledges its members to use collective 
force, if necessary, to put down aggres- 
sion or to remove threats to peace. 

Capital needs of nations struggling to 
recover from the war were to be financed 
by the International Bank, set up in busi- 


CONCERN IN HIGH PLACES 
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He would not go on a cruise 





" —Harris & Ewing. 
He will not linger in Moscow 
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ness with subscriptions totalling $8,000,- 
000,000. 

Trade revival was scheduled to accom- 
pany stabilization of exchange rates, 
through the International Monetary Fund, 
and with the help of an International 
Trade Organization committed to cutting 
down trade barriers between nations. 

@ But the record of the postwar era has 

not gone according to plan. Some of the 
machinery in which great hopes were 
placed, such as the World Bank, has 
barely gotten into operation. Relief needs 
have turned out to be larger and more 
persistent than UNRRA, which goes out 
of business June 30, could handle. Prob- 
lems of the occupation armies, and of 
writing the peace treaties, seem to grow 
rather than diminish with time. Value of 
the U.N. remains to be demonstrated. 

Basic needs, the world over, have been 
larger than the plans for meeting them. 
Distress has followed no schedule, but 
has ignored calendars and boundaries. 

Food continues to run short in the for- 
mer enemy countries, in Britain, in China, 
in Russia, in Romania. It will be a tight 
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squeeze again this spring in much of Eu- 
rope, despite record-breaking shipments 
of grain from the U. S. and Canada. Diets 
averaging two thirds or less than those of 
prewar years are to be common in Central 
and Southeastern Europe through 1947. 
In the U. S., by contrast, the Department 
of Agriculture forecasts per capita con- 
sumption for 1947 at 5 per cent above the 
prewar average. 

Coal and transport in crucial spots like 
Britain and Germany are not yet back to 
prewar levels at a time when performance 
far above those levels is needed. When 
coal is short and transport halting, indus- 
trial recovery is‘ hamstrung, exports are 
held down. 

Man-power troubles are common from 
the British Isles eastward to Russia, and 
from most countries in between. There are 
not enough miners, farmers, railroad 
workers, foundrymen, technicians of any 
sort. And there are too many soldiers, 
who might be functioning as producers 
rather than solely as consumers. 

@ Harmony among the big powers also 
has turned out to be in short supply. 


i 


Peacemaking is dividing the Allies as 
Hitler never could. The importance of 
Trieste was not that it inflamed Italy and 
Yugoslavia, but that it brought into the 
open the suspicion and distrust existing 
between Russia and the Western powers. 
Peace-making for Germany, similarly, has 
to overcome barriers that have grown up 
between East and West before the future 
of Germany, as such, can be considered. 

Reparations are proving to be as much 
a source of dissension after World War II 
as they were after World War I. This 
time, in fact, the split may be wider. U. S. 
determination that American dollars must 
not finance German reparations, as they 
did last time, is making it harder for the 
Allies to reach agreement. 

Presence of troops throughout Evrope 
and Asia is more a measure of inter-Allied 
distrust than of the need to police former 
enemies. And in Germany, Herbert 
Hoover is reported to have told U.S. 
Senators, there are too many U. S. troops 
for police duty but not enough to offset 
any aggressive move by the Russians, if 
they intend to make any. 





























World disarmament, in fact, looks far- 

ther away now than it did last June when 
the U. S. proposed a plan for international 
control of the atomic bomb. The recent 
speech by Andrei Gromyko, Russia’s dele- 
gate to the U.N. Security Council, (see 
page 43) has whittled away the hopes 
created by Soviet Foreign Minister V. M. 
Molotov last December when he came 
out for international inspection and con- 
trol of atomic energy. 
@ The imperial retreat of Great Britain 
comes as an historic climax to this array 
of world distrust, disorder and disintegra- 
tion. 

Two centuries of British rule are to 
end in India within 16 months. Burma is 
to have her independence. Egypt is con- 
sidering an appeal to the U. N. to compel 
the withdrawal of British troops. The 
London Government has already an- 
nounced its intention of turning the 
stormy problem of Palestine over to the 
U.N. for solution. 

And now the British stake in Greece is 

to be cut down to a size that the Britain 
of 1947, hard-pressed for men and money 
at home, can support. The U. S. is invited 
to move in. 
@ So it’s America’s move. Greece is 
merely at the head of the list for the 
moment, however. It has been America’s 
move in China, and may be again. The 
list may ultimately include Palestine, as 
it already does Germany, Austria, Italy, 
Japan and Korea. Either singly or in 
partnership with other nations, U.S. help 
is expected or contracted for in all these 
areas. 

In Greece what is actually involved is 
control of the Dardanelles and the East- 
ern Mediterranean. For Britain, this con- 
trol has always meant security for her life 
line to India via the Mediterranean and 
the Suez Canal, For the U.S., stability 
and a friendly government in Greece 
could mean protection of growing invest- 
ments in Middle Eastern oil. For Soviet 
Russia, control of Greece by Communists 
would presumably simplify the problem 
of getting a firm grip on the Dardanelles, 
thus giving Russia sure access to the 
Mediterranean. 

In every other area in which U. S. help 

is invited or contemplated, the issues are 
fundamentally strategic as well as eco- 
nomic and humanitarian. Countries in 
distress need dollars and goods from the 
U.S. in order to get back on their feet. 
Democracy is a poor prospect in the 
absence of economic stability. Commun- 
ism, which the U. S. opposes, is in a posi- 
tion to move in where democracy gives 
up or fails to take root. 
@ But an old question keeps bobbing 
up. It was phrased in the U. S. House of 
Representatives the other day by Rep. 
Everett M. Dirksen, an Illinois Repub- 
lican, when he said: 

“It is the arithmetic of folly to suppose 
that 60,000,000 American producers can 
carry the burdens of the whole world. . . 


We are rapidly expanding our own re- 
sources, We better begin thinking about 
the survival of America in this mad 
world.” 

By way of approval, Rep. Clare E. 
Hoffman, Michigan Republican, who said 
he spoke “as an isolationist,” added his 
fears lest American youths be drafted “to 
settle the troubles in the Balkans, Greece, 
in China, all over the world.” 

Bi-partisan support of American moves 

overseas, it appears, is more difficult to 
guarantee when the cost of such moves 
begins to sink in. Whether Dirksen and 
Hoffman speak for more than a few mem- 
bers of Congress, however, remains to be 
seen. In the Senate, the leadership of 
Arthur Vandenberg and the acquiescence 
of Senator Robert Taft are counted on 
by the Administration. 
@ A new question, in any case, is calcu- 
lated.to present more difficulties than the 
older issue of isolation vs. international- 
ism. The new and tougher question is 
how the U. S. is to play her role as world 
leader. 

Resources at the command of the U. S. 
are vast, but not inexhaustible. Even the 
President’s budget of $37,500,000,000 for 
the year beginning July 1 next, huge as 
this sum is, makes no provision for sharp 
increases in expenditures abroad. And 
when Congress gets through operating on 
the budget, the national debt still will 
stand somewhere around $260,000,000,- 
000. 

Military power of the U.S., even as- 
suming approval of the President's 
budget, is declining, not growing. The 
draft is ended. Men to maintain ships, 
planes and bases around the world are 
to be limited to those who volunteer, 
which may or may not equal military re- 
quirements. 

@ Strategy therefore compels the U.S. 
to limit her overseas objectives to those 
she has the means of reaching and main- 
taining. If the means do not permit men 
and money in strength in both China and 
Greece, for example, a choice has to be 
made between them. 

@ Tactics of U.S. movements abroad 
are equally important and perhaps more 


controversial. 


One kind of decision involves the tim- 
ing of help for other countries. The off- 
cial view is that Greece needs money now, 
to shore up her economy and her Govern- 
ment. The attitude toward China, on the 
other hand, indicates watchful waiting. 

A second kind of decision concerns the 

form of help. Food is one thing. Dollars 
are another. But arms, and American 
troops, may be something else again. 
@ Extent of the U.S. obligation in her 
role of leadership is sooner or later to be 
the crucial issue. If the obligation turns 
out to be anywhere near as large as 
world needs currently seem to be, Ameri- 
cans will have to decide how much they 
are willing to pay to check the spread of 
communism, 
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Dirksen, wanted no world role for U.S. 
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Hoffman, spoke as an isolationist 
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Vandenberg, counted on to lead 
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GREECE REPRESENTS TEST CASE 
FOR U.S. REBUILDING OF A NATION 


Technical aid as well as dollars 
needed to restore country wrecked 
by war, discord and bad economy 


Reported from ATHENS ; 
and WASHINGTON 


The world is watching to see how 
the U.S. meets the challenge to put 
a European country in order. 

The prospect of U.S. aid to 
Greece has sent a wave of optimism 
through the country. Britain gave sup- 
port to the drachma and to the Greek 
Army. Now that Britain is getting out, a 
majority of Greeks expect more lasting 
help from the U.S. They hope not only 
for dollars, but also for U. S. “know-how” 
to make the dollars rebuild their country. 

Congress is to decide how far the U. S. 
is to go in a situation complicated by 
world rivalries and fighting between 
Greeks. 

What Congress is facing is this: 
€| Greece is sick with a malady dollars 
alone cannot cure. 

War began in Greece in October 1940 
and now is simmering into its seventh 
year. Greek ports are a shambles; villages, 
burned by the Germans, are not rebuilt. 
More villages are burned in civil war. 

Politics divide the Greeks with the bit- 
terness of mountain vendettas. War prof- 
iteers, Greeks who helped the Germans, 
militarists who hope for dictatorship are 
sheltered by the monarchists. Macedonian 
terrorists, agents of Greece’s Slav neigh- 
bors, Communists who want their own 
dictatorship are sheltered by the left. 

Moderates and liberals and_ plain 
people in the center are torn between 
both extremes. Prisons are full, thousands 
are exiled to Aegean islands. Young men 
called to the Army by the Government 
do not know what to do. If they go, they 
and their families are hunted by guerril- 
las; if they do not go, Government troops 
hunt all of their clan. 

The budget, says the Government, is 
“balanced.” More than twice as much is 
spent as is received. The deficit is made 
up by such “extraordinary income” as 
profits from the sale to the people of 
$360,000,000 worth of food and other 
supplies sent to Greece by UNRRA. 
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Economic missionary Paul Porter | 


Those living off the budget include 
180,000 civil servants, a tremendous bur- 
den for 7,200,000 Greeks, most of whom 
own little more than the rags they wear. 


Many Government employes are corrupt; . 


most are inefficient. Greek law guaran- 
tees them lifetime jobs. 

Profiteering goes hand in hand with 
official corruption. The only Minister of 
Finance who ever proposed to increase 
taxes on merchants in proportion to the 
rise of profits was ousted by the royalists 
in 1945 as a “dangerous radical.” 

The drachma is close to collapse. It has 
been kept in circulation only by occa- 
sional offers of gold from Greece's pre- 
war wealth in exchange for paper money. 
Now the gold is almost gone. Only the 
hope of U.S. help stands between the 
drachma and the gutter. 

Cost of living is soaring. Food prices 
alone are indexed at 600,000,000 com- 
pared to 100 in 1939. City show windows 


display plenty of pastry and a variety of 
food as well as painted neckties, glass 
suspenders, electric refrigerators and 
radios which a few can buy. Thousands 
grub for food in garbage cans; in the 
villages, peasants eat grass. 

@ Previous treatment has failed to cure 
Greece. Britain spent some money sustain- 
ing the drachma, but most British spend- 
ing went for arms sustaining the right 
and part of the center against the Com- 
munists and part of the left. Britain 
lacked the cash to do more. 

Even some U.S. efforts to help have 
gone astray. War destroyed all but 700,- 
000 tons of Greece’s 2,000,000-ton mer- 
chant marine. About 800,000 tons of Lib- 
erty ships were sold to Greece after the 
war. Of these 100 ships, only about 59 
are in operation. Trouble is that little of 
the profits from such ships, privately 
owned, go back into the Greek economy. 
Instead, they swell the overseas accounts 
of Greek shipowners. 

@ Too many doctors are crowding 
around Greece's bedside now. 

Russia, eager to get access through 
friendly territory to the warm-water ports 
of the Aegean, eager to outflank Turkey 
and the Dardanelles, is working through 
Greek Communists and her Balkan satel- 
lites, Yugoslavia, Albania and Bulgaria, 
to get a pro-Soviet Government in Athens. 

Com:aunists point to what they have 
done for Yugoslavia. Yugoslavs are get- 
ting more food than the Greeks; there is 
order under police and Communist rule. 
Some Greeks would be willing to accept 
Communist leadership if they thought 
thev could get food and peace that way. 

Britain, which has spent $156,000,000 
on the Greek Army and the drachma and 
which has canceled $160,000,000 of 
Greece's wartime debt, also has been pay- 
ing for the maintenance of 16,000 British 
troops in the country. 

Now the British have their own eco- 
nomic crisis and are desperately short of 
man power. British troops in Greece are 
to be cut to 3,000 by May 1. Britain wants 
the U.S. to take Britain’s place at the 
patient's bedside. 
€| The cure for Greece is to be a long 
and difficult process. 

Russia one day may be willing to join 
with the U.S. and Britain in “guarantee- 
ing’ Greece's frontiers. The United Na- 


























tions may set up a patrol of observers on 
Greece’s frontiers with her pro-Russian 
neighbors. But Russia is not to be in- 
clined to ask Greek Communists to keep 
the peace with the present Government, 
particularly as long as these Communists 
have the sympathies of many non-Com- 
munist Greeks. 

For this reason, the fighting in Greece 
is not to end immediately, regardless of 
the U.S. decision. Half the American 
money Greece wants may go to arms and 
equipment for soldiers and police. The 
Greek Army and police forces may be 
reorganized to meet U.S. demands, but 
arms alone can combat guerrillas while 
a start is being made to correct economic 
and_ political conditions that cause 
Greeks to become guerrillas. 

Constant nursing of the Greek econ- 
omy by U. S. experts with more authority 
than the British economic mission may be 
essential to the cure, may be a condition 
attached by the U.S. in any long-term 
aid to Greece. British advice, often 
sought, was seldom followed. 

The U. S. economic mission now work- 
ing in Greece under Paul Porter is to 
point out where dollars are most needed. 
Greeks hope any plan for U.S. aid will 
involve teams of experts, hundreds, not 
dozens, to see that dollars get to recon- 
struction projects built to suit Greek 
needs, not to feed Greek officials. 

The patient must help. Demetrios Max- 
imos, a liberal follower of King George II, 
now is Premier. Some liberals like him; he 
is called a “man of good will” who wants 
a constitutional monarchy, not a dictator- 
ship. 

rhe Maximos Government, formed in 
January, includes six of the seven parties 
now represented in Parliament. Seven 
minor parties, which refused to take part 
in the elections of last year, are not 
represented. Three of these, the Social- 
ists, EAM and the Communists, are in 
open sympathy with the guerrillas. 

The fighting opposition to the Gov- 
ernment is not large. Little more than 
20,000 men are living as guerrilla troops 
compared to a Greek Army of 100,000. 
But guerrilla strength lies in the discon- 
tent of thousands of Greeks who help 
them fight the Government when they 
vet a chance. 

@ Greek hopes are pinned to the U.S. 

For peace, Greeks expect the U.S. to 
be more firm in warning Russia and her 
satellites to stay out of Greece. Greeks 
also hope the U.S. can persuade more 
opposition leaders to go into the Cabinet 
and can lead George II to accept them. 

For recovery, Greeks look to the U.S. 
to help them put through economic plan- 
ning which their country urgently needs. 

At best, it will ‘take Greece three to 
five years of outside help from the U. S., 
the U.N. or anybody else to recover suf- 
ficiently to pay her own way. At worst, 
Greece may remain an expensive battle- 
ground between West and East. 


CHOICE OF EVILS FOR GREEKS 





ARMY TROOPS IN TRAINING 
Sheltering behind them are collaborators, profiteers, corrupt jobholders 
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GUERRILLAS IN ACTION 
Under their banner are Macedonian terrorists, provocateurs from neighbor states 
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THE CITIZENS OF GREECE 
Their only choice between corruption and violence, of right and left 
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WORN-OUT MACHINES 
HOLD BRITAIN BACK 


Failure to replace overused capital 
equipment makes it likely country 
will fall short of production goals 


Reported from 
LONDON 


British industry, recovering slowly 
from a crippling winter, is coming up 
against a spring crop of problems more 
permanent and just as serious as the wan- 
ing fuel and power crisis. 

Most important is the realization 
that Britain now is not equipped to make 
the things she needs at home and the 
products she must sell abroad. An anti- 
quated and worn-out industry needs 
modern plants, new machines and exten- 
sive repairs and maintenance. Renovation 
is costly in money and time. Britain is 
hard pressed for both. 

Thus a crisis, the effect of which is to 
be felt long after its direct cause is solved, 
has shown the possibility of ultimate 
failure for Britain's planned effort to 
revive her war-shattered economy. Res- 
toration of fuel stocks and full efficiency 
in the use of man power are not to be 
enough to win the battle of production. 





THE ENGINES ARE TIRED TOO 


@ A continuing «mergency in fuel and 
power that may last well into the summer 
is to prolong the basic handicap in capital 
equipment. Turning electric power back 
on after a three-week shutdown does not 
mean turning industry back on. 

Coal, as well as power, must be de- 
livered to factories for fuel and heating. 
Raw materials are required. Transporta- 
tion needs to be restored. A new bottle- 
neck in component parts must be over- 
come before many manufacturers can 
start producing again. To top it all, win- 
ter is lingering in England. Prolonged 
hardship means more resources must be 
diverted to food and housing, to incen- 
tives for a slim and restive labor force. 
That means less is available for ma- 
chinery and equipment. 

@ The basic problem of plant mod- 
ernization and maintenance is less obvi- 
ous, but no less urgent, than the need 





—British Combine 


Hard wear and little maintenance for an aging industrial plant 
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for man power and coal. With all the 
coal she hopes to mine and the biggest 
labor force she can muster, Britain still 
must fix her industrial plant before pro- 
duction goals can be met, trade made 
profitable, and before debts can be paid. 

The prewar situation in machinery 
and equipment was poor, but did not 
hamper British industry as the present 
condition does. The coal-mining and 
textile industries, both important in pre- 
war trade, operated on machinery that 
would be regarded as obsolete by U.S. 
standards. The important difference, 
however, was that Britain then had am- 
ple man power. There was not the bur- 
den of financial obligations to other 
countries. And there was the world’s 
biggest merchant fleet and large invest- 
ments overseas to cushion Britain's trade. 
But that prewar deficiency is behind 
today’s troubles. 

The war meant six years of hard wear 
and little or no maintenance for the aging 
industrial plant. As a result, basic indus- 
tries like transportation, construction, 
coal, steel and power now are operating 
even below prewar capacities. 

Delayed modernization after the war 

was a calculated risk that has not worked 
out. Gambling on existing plants, Britain 
sought first to build homes, import raw 
materials, food and tobacco and export 
much of the machinery built in England. 
Industrial paralysis this winter showed 
up the error. 
@ The plan offered in this situation by 
the Labor Government calls for an allo- 
cation of only $148,000,000 for new con- 
struction, equipment and maintenance 
this year. Total British spending overseas 
is to amount to $10,800,000,000, of 
which about $200,000,000 will be spent 
on tobacco and $72,000,000 on films. 

From London, World Report's staff 
correspondent, E. J. Drechsel, cables: 
“About $108,000,000 will be spent in the 
U.S. for machinery to build up the 
British steel, transportation, textile, min- 
ing, hydroelectric and farm industries. 
Only $800,000 will go for coal-mining 
equipment because delivery takes so long 
and because U.S. equipment is not well 
adapted to small British mining shafts.” 

Pointing to six years of arrears, Con- 
servative Party members criticize the 
Labor Government's comparison of the 
present record in maintenance and equip- 
ment with normal ‘prewar activity that 
now is recognized as inefficient. 

Most British industrialists feel more 
discouraged than the independent Lon- 
don Times, which views the small allo- 
cation for industrial re-equipment and 
maintenance as “the most disquieting 
feature” of Britain’s economic emergency. 
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RUSSIA SETTING UP 
GERMAN ‘POLITBURO’ 


Civilian organization being readied 
to maintain Communist control of 
Soviet zone after Army withdraws 


Reported from 
POTSDAM 


Russia is setting up in Berlin a po- 
litical regime with direct ties to the 
Kremlin to supplant the Soviet Army in 
control of the Soviet zone of Germany. 

Organizational steps are being 
taken quietly now in preparation for the 
day when military occupation is replaced 
by purely civilian administration. Object 
is to assure the Communist Party of Ger- 
many dominance in the Soviet zone. 

There are signs of concern in Moscow 
over Russia’s failure to win widespread 
friendship in Germany. Recognizing this, 
the Russians are trying to get local Com- 
munists on top before German agencies 
take over administration of the nation. 

How the Russian blueprint for power 
in Germany will operate is shown in the 
chart on this page. 

@ A Politburo, patterned on the Moscow 
organization is the core of the new ar- 
rangement in Germany. A political ad- 
ministrator, Lieut. Gen. Vasili Makarov, 
is to be top man as the Kremlin’s direct 
representative on the German Politburo. 
Technically an assistant to Marshal Vasili 
D. Sokolowski, Military Governor of the 
Soviet zone, Makarov is expected to be 
responsible for all political questions and 
to direct co-ordination of Russian policy 
in Germany, including that on economics. 

Titular head of the Politburo in Ger- 
many is I. Natoshny, a man little known 
outside of Russia. He has been connected 
with the general secretariat of the Rus- 
sian Communist Party. 

“Politburo directives,” reports Thomas 
F. Hawkins, World Report's staff corre- 
spondent in Berlin, “are: to gain prestige 
with the Germans as rapidly as possible, 
to encourage greater activity by opposi- 
tion parties as a demonstration of free- 
dom in the Soviet zone, and to foster 
better relations with the Allies. 

“German leaders are being shifted_to 
strengthen the hand of the Communists. 
Veterans Walter Ulbricht and Wilhelm 
Pieck are slipping into the background. 


Vigorous Otto Grotewohl, Pieck’s under- 
study, is being groomed as a better bet 
for winning over German oppositionists. 
Paul Merker, an expatriate who returned 
from Mexico City last summer, is climb- 
ing rapidly in Communist circles.” 

@ Origin of the German Politburo was 
a year-end visit to Germany by Lavrenti 
Beria, high in the Kremlin hierarchy. He 
went to Potsdam for an operation, but 
during his stay of more than three weeks, 
he conferred with top Russian and Ger- 
man leaders in the Soviet zone. It was 
Beria who laid the groundwork of the 
Russian preparations for withdrawal of 
Allied occupation forces and for the even- 
tual transfer of administration to German 
agencies. 

Establishment of the new political 
setup in the Soviet zone is directly related 
to sizable withdrawals of Russian troops 
in recent months. The Russian occupa- 
tion force in Germany now is down to 
about 200,000 troops. While Russian mil- 
itary strength in Germany thus is being 
weakened, the Russians seek to tighten 
their control through political channels. 
@ Russia's strategy in Germany is to rely 
both on political maneuvering and on 
propaganda. 

A political truce between the Christian 
Democratic Union and the Russian- 
backed Socialist Unity Party seems to be 
an important goal of the Soviet policy- 
makers. | 

If the rival parties can be brought into 
friendly co-operation and all goes well, 
Russia can extoll the Soviet-type democ- 
racy. If conditions get worse, the Russians 
believe they can cushion German resent- 
ment by sharing the blame with others. 
Real control by Russia will be in the 
background, through the Minister of the 
Interior of the Soviet zone. 

The political strategy in the Soviet zone 
of Germany is in line with Russian policy 
now becoming visible in Hungary and the 
Balkans—to strengthen political control 
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by local Communists before Russia’s oc- 
cupation troops are withdrawn. 

To win friends among the Germans, the 
Russians are promising to increase food 
rations and supplies of shoes, textiles 
and other consumer goods. | 

Correspondents who spent several 
days touring the Soviet zone recently 
report that the Germans there apparently 
are living better than those in the West- 
ern zones. However, anti-Russian feeling 
is running high for political reasons. 
Germans in the Soviet zone complain 
that the Russian administration is too 
harsh, and express envy of the greater 
freedom apparently enjoyed by Germans 
in other zones. 

@ Question is how far the Russian 
promises will be fulfilled. Propaganda 
against the Western powe:s is contin- 
uing, although outwardly greater unity 
is an objective of the new Politburo. The 
paper supply of the newspaper pub- 
lished by the oppositionist Christian 
Democratic Union recently was cut 50 
per cent, but that of other newspapers 
in the Soviet zone was not. 

@ Real aim of the Russians in Germany 
still is to spread Russian influence as 
far as possible. The Politburo is a new 
and perhaps friendlier face; designed to 
help the job along. A difficulty for Rus- 
sia’s leaders is that differences between 
the Communist Party and the Soviet 
Army may further complicate the job. 
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GROWING HUNGER IN JAPAN CALLS 
FOR INCREASED HELP FROM U.S. 


Added population and Government's 
inefficiency in collecting crops will 
necessitate bigger imports of food 


Reported from TOKYO 
and WASHINGTON 


Japan is rapidly approaching a 
new food crisis, one which promises to be 
more severe than last year when imports 
from the U. S. were credited with saving 
11,000,000 Japanese from starvation. 

Metropolitan areas already are 
suffering. Food stocks arent yet ex- 
hausted but the rationing system is falter- 
ing and rice is going mainly into the 
black market, where prices are soaring 
and soon will be prohibitive to the 
average worker. 

The worried Japanese Govern- 
ment is making belated efforts to revise 
its inefficient system for collecting rice 
and to clamp down on the black market. 
Success is doubtful, but, even if drastic 
reforms can be executed, Japan still will 
fall far short of having sufficient food to 
carry her until the next harvest. 





THANKS FOR YESTERDAY—THE LITTLE MAN 
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Therefore, the U.S. is being called on 

again to save her former enemies from 
starvation. Some occupation officials think 
Japan may need as much as 2,650,000 
tons of food, or three times as much as 
last year, but present indications are that 
the maximum help she can expect from 
the U.S. will be 1,000,000 tons. 
@) Principal cause of the shortage is Ja- 
pan’s inability to produce in the home 
islands sufficient food for her own needs, 
even with a bumper rice crop such as 
she harvested a few months ago. Before 
the war, Japan imported around 3,000,- 
000 tons of food annually, mostly from 
Korea, Manchuria and Formosa. These 
sources now are closed to her. 

Since the surrender, Japan’s population 
has increased by more than 5,000,000. 
This is one of the reasons why the food 
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situation is more critical this year than in 
1946. The additional mouths to feed 
represent the military personnel and 
civilians repatriated from all parts of Asia. 

Nevertheless, the existing shortage 

would not have been so severe if the 
Japanese Government had made a more 
economical and efficient use of its domes- 
tic food stocks. 
@) The rationing system threatens to 
break down through failure of the Gov- 
ernment to collect sufficient rice from the 
farmers. Rice producers were permitted 
to retain 60 per cent of their crop, as 
compared to 30 or 40 per cent in war 
vecrs. In addition, last year’s crop wes 
underestimated by at least 10 per cent, 
giving the farmer an even larger amount 
to sell on the black market. 

Some occupation officials suspect the 
Yoshida Government has deliberately 
fumbled the rice colléction, out of fear 
that imposition of higher quotas might 
alienate the important farm vote in the 
coming general election. Another ex- 
planation, however, is that the same 
Japanese who estimate the crops also are 
responsible for its collection. Hence un- 
derestimation is common practice. It 
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enables the petty official to make a better 
showing in his collections and to enhance 
his popularity with the farmers in his 
prefecture. 

The black market is responsible to a 
great extent for the unequal distribution 
of Japan’s foodstuffs. Rice is plentiful, 
but at prices from 8 to 10 times above 
the official scale. The average city 
dweller has been buying one third of 
his food from the black market and those 
who have the money buy even more. 

To the Japanese the black market is 
not a postwar phenomena as it is in many 
other parts of the world. They have been 
patronizing it on a large scale since the 
Government started imposing regulations 
with the bogging down of its armies in 
China about 10 years ago. 

“The scope of the black market in food 
and the magnitude of maldistribution was 
brought home forcefully to occupation 
authorities by a survey just completed,” 
says Joseph Fromm, Tokyo staff corre- 
snondent for World Report. “It shows that 
during the last two weeks of December 
the average urban dweller daily consumed 
food containing about 2,200 calories, 
while the rural population had 2,400 
calories daily. 

“Thus, on the basis of food purchases, 
the Japanese now are getting as much 
food as before the war, and in doing so 
are tating into reserves, which if con- 
served and properly distributed would 
have gone a long way to carry the country 
through the spring-summer food drought. 

“Occupation authorities are authorized 
to assure the Japanese of a diet of 1,550 
calories and until the survey was com- 
pleted it was assumed the Japanese diet 
wus near that point.” 

q Corrective steps now are being taken 
by the Yoshida Government in an effort 





to conserve home stocks and thereby to 
reduce the food imports necessary to 
carry Japan through the lean months 
ahead. 

Finance Minister Tanzan Ishibashi has 
warned farmers that if they fail to turn 
their grain over to the Government it 
will be impossible for Japan to ask for 
the Allied assistance on which national 
rehabilitation hinges. 

Simultaneously, Ishibashi announced 
that bonuses will be paid to farmers who 
sell the Government their rice and deny 
themselves the higher prices obtainable 
on the black market. 

In addition to cash benefits for filling 
quotas by March 31, the farmers also 
are promised bonuses in such scarce 
commodities as cigarettes, wine, shoes, 
bicycle tires and fertilizer. The Govern- 
ment intends to spend the yen equivalent 
ot $133,000,000 on this effort to stimu- 
late the How of rice into official channels. 
The trouble with this plan is that with 
increasing inflation it will be difficult 
to persuade farmers to part with their 
grain. 

A food mission sent to Japan, by the 
U.S. War and Agriculture departments, 
is turning in a pessimistic report. Mem- 
bers told World Report's representative 
in Tokyo that they believed little could 
be done now about reducing this year's 
food imports. They said poor distribution 
and the black market already had done 
the damage. They were most critical of 
Japan’s lack of long-range planning. 

U.S. food stocks in Japan are low. 
Officially, Japan received 800,000 tons 
of U.S. food in 1946, but, actually, con- 
siderably more than that was distributed 
by American authorities there. Occupa- 
tion forces were being reduced last year, 
thereby cutting the Army's needs, so the 


excess and second-grade food on hand 
was distributed to Japanese civilians. 

Furthermore, it now appears doubtful 

whether more than 1,000,000 tons of food 
can be shipped to Japan this year. The 
U.S. has sufficient food, but the bottle- 
neck is in rail facilities from the grain 
areas to West Coast ports. 
@ Future prospects, therefore, are that 
occupation authorities will be called upon 
to compel the Japanese Government to 
enact and firmly execute a series of food 
reforms. Steps that may become necessary 
to prevent Japan from becoming a _ per- 
manent burden on the U.S. economy 
include: 

A new rice program. The present sys- 
tem must be thoroughly overhauled. This 
year, for example, U.S. imports might 
have been reduced by at least 600,000 
tons if the Government had fixed its rice 
collection quota 10 per cent higher. 

Destroy black markets. The Govern- 
ment already is making some attempt to 
curtail illegal sale of foodstuffs, but U. S. 
officials insist they go much farther. 

More farm production. The Govern- 
ment is being urged to produce more fer- 
tilizer, to encourage the farmers to rotate 
crops and to put more land under culti- 
vation. 

Catch more fish. Japan should at least 
double her present annual catch of 
2.500.000 tons. This would reduce rice 
consumption and also would give the 
Japanese a better balanced diet. 

No matter what reforms are carried 
out, however, the Japanese masses will 
suffer during the coming spring and sum- 
mer. The U. S., however, will do its best 
to maintain for them a daily diet of 1,550 
calories on the theory that the democracy 
she is trying to teach the Japanese cannot 
be expected to thrive on empty stomachs. 
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ARGENTINE FARMERS THREATEN 
‘REVOLT’ AGAINST PRICE POLICIES 


Growers’ low return on grain sold 
to Government monopoly arouses 
first serious Opposition to Peron 


Reported from 
BUENOS AIRES 


President Juan D. Perén’s Admin- 
istration now, for the first time, is running 
into serious opposition among the Argen- 
tine people. Argentine grain farmers, the 
chief producers of food for the world’s 
hungry, are threatening to strike. 

Farmers throughout the grain belt 
are protesting at public meetings that 
the Government is paying them too little 
for their products. They propose to cur- 
tail or to halt production unless prices 
are raised. 

The farmers threat, if carried out, 
would disrupt the Argentine economy and 
reduce world supplies of food, already 
short. And it would throw out of gear 
Perén’s Five-Year Plan for industrializa- 
tion, which he expects to finance largely 
through profits on the exports of farm 
products. 

Back of the farmers’ attitude lie years 
of hardship during the war, when it often 
was difficult to. get ships to carry their 
products abroad and when the burning of 
corn on Argentine farms was a familiar 
sight. The farmers need money now, 
when world demand is strong, to recoup 
their wartime losses. 

@ “Specific threats to strike and to re- 
fuse to gather the harvest have been 
made,” reports Bernard S. Redmont, 
staff correspondent of World Report, in 
a wireless dispatch from Buenos Aires, 

“Treno Barrios, president of the Argen- 
tine Agrarian Federation, representing 
most of the small farmers and sharecrop- 
pers, even sees danger of a civil. war 
unless the Government changes its price 
policy. 

“The Government is frankly worried 
about the farmers’ ‘revolt.’ Perdnists at- 
tack the complainers as an “alliance of 
Communists and oligarchists’ trying to 
embarrass the Administration and to sab- 
otage a program aimed at the welfare 
of the entire country. But few persons 
deny that the dissatisfaction is real and 
widespread. 
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“Farmers complain that the Govern- 
ment monopoly has taken the place of 
the big exporting trusts, but is exacting 
a bigger cut.” 

The Government monopoly, target of 
the farmers’ wrath, is the Administration’s 
device for making a profit on exports. The 
Government largely has supplanted the 
private interests that formerly handled 
most of Argentina’s farm trade. Under 
Peron, the Government has become the 
country’s monopoly buyer and seller of 
corn, wheat, oats, rye, barley, millet, 
oilseeds, vegetable oils, dairy products, 
hides and skins, lard, eggs, margarine, 
tallow, soap, ethyl alcohol, olive oil, rice 
and birdseed. 

The policy is to buy low and sell high, 
with the profits going into the national 
Treasury. 
qj] New prices for grain, announced a 
few weeks ago, have touched off the open 
expressions of resentment by the farmers. 


" 
iy. 





For wheat laid down in Buenos Aires, 
the Argentine farmer last spring received 
$1.62 a bushel. Now he gets $1.38 a 
bushel for the first 331 tons that he sells, 
and $1.22 a bushel for the excess. 

To hold down bread prices at home, 
the Government resells wheat for domes- 
tic consumption at a discount of about 30 
per cent. But on exports the Government 
charges all that the traffic will bear. The 
bulk of the wheat sold for export is bring- 
ing $2.84 a bushel. Some deals have been 
made, however, at $3.24 and $3.56. 

For corn, the Government is paying 
farmers about a third as much as the 
export price. Many farmers feel that they 
cannot afford to harvest it. 

@ Quiet resentment of the Government's 

price policies had been apparent in some 
farming sectors before the grain pro- 
ducers began to voice their protests 
openly. 

Linseed producers saw the Govern- 
ment jack the export price of their prod- 
uct up from 9% to 30 cents a pound in 
less than a year. The figure the farmer 
receives is less than a third of the export 
price. As a silent protest, many producers 
have switched part of their linseed 
acreage to other crops. 

Hog producers, too, have been dissatis- 
fied. Although Argentine cattle are fin- 
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TRADER PERON 
Birdseed is one of his many lines 


ished for market on alfalfa pasture, the 
hogs must be fattened on grain. Hog 
raisers saw grain prices rise out of pro- 
portion to the increases in the prices of 
lard and pork. They met this situation 
by cutting hog production sharply. 

Poultry and egg production too,. was 
curtailed because many farmers felt they 
could not afford to buy grain to feed 
their fowls. 

Cattle raisers, thus far, have not suf- 
fered under the Government's price poli- 
cies, for it in effect has given them in- 
creases through a special exchange rate 
on meat exports. But there is some dis- 
satisfaction in this group, nevertheless. 
@ Some businessmen also are worried 
over the effects of the Government's eco- 
nomic policies, 

The hide trade is upset. Hides of heavy 
steers are not selling abroad because of 
the high prices set by the Government. 





The wool trade is uneasy lest the Gov- 
ernment take over its business. Wool 
exports bring $13,000,000 annually into 
Argentina. Wool men are reported to have 
offered to pay into the Treasury $5,000,- 
000 out of their revenues to avoid na- 
tionalization of their business. 

Importers are in a state of consterna- 
tion over a recent decree requiring prior 
import permits on all goods shipped into 
the country. The Government order is de- 
signed to channel holdings of gold and 
exchange into lines useful to the Argen- 
tine economy. But importers fear that one 
effect of the decree will be to strangle 
trade with red tape. 

Exporters generally are opposed to the 
the Government's trade policies, except 
for friends of the Administration who 
have no trouble getting export permits. 

Banks, on the other hand, have not suf- 
fered as they had expected under the 
nationalization decree that the Govern- 
ment put into effect last year, although 
their average liquidity has dropped from 
28 per cent to 10 per cent. Bank profits 
are expected to be high this year. 

In other lines of business, opposition to 
the Government's economic policies is 
relatively unimportant. 

Some economists in Argentina believe 
that the end result of the policy of making 
big profits on farm products in order to 
finance the Five-Year Plan probably will 
prove to be a boomerang. They predict 
lower farm production next year, unbal- 
ancing the economy. The trend toward 
abandoning cultivation of the fields in 
favor of raising cattle may be stepped up, 
although this usually is not practicable for 
small landowners and sharecroppers. 

Economists fear a wave of migration 
from the farms to the cities that will para- 
lyze Argentina’s rural areas if world prices 
go down next year and the Government 
continues its present policies. Already, 
agricultural purchasing power is declin- 


ing in relation to the prices of industrial 
products. 

@ The immediate effect of the farmers 
“revolt” probably will be an increase in 
the prices they receive for some com- 
modities. Farm representatives are con- 
ferring daily on this subject with Miguel 
Miranda, president of the Central Bank 
and right-hand man of Perén in economic 
affairs. 

A small increase would prevent violent 
disaffection among the farmers, but would 
not quiet them. 

A large increase would tone down their 
opposition. But it would cut deeply into 
the profits the Government hopes to 
make. And it would not wholly satisfy 
the farmers, who want agrarian reforms. 

Living standards of the average small 
landowner and sharecropper in Argen- 
tina are higher than those of the same 
classes in most other countries of Latin 
America, but are far below U.S. stand- 
ards. The farmers want the Government 
to improve their lot. Particularly they 
want more liberal credit and redistribu- 
tion of the vast estates owned by a few 
wealthy families. Peron promised both 
of these measures during his election 
campaign, a little more than a year ago. 

Now that the farmers have become 
vocal about prices, they are likely to go 
further and insist on reforms. At an agrar- 
ian congress to be held late this month 
they probably will demand action. 

A farmers’ revolution that would over- 
turn the Government does not appear to 
be likely. The Army is thoroughly loyal 
to Peron, and as long as the Army is loyal, 
the Government will be secure. Further- 
more, Peron will not let the situation get 
completely out of hand. But agrarian un- 
rest may stimulate migration from the 
land to the cities and may cut farm pro- 
duction. If these conditions come to pass, 
both the Five-Year Plan and the national 
economy will be placed in jeopardy. 





THE HARVEST—under the state monopoly, the Government’s share is larger than the farmers 
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USE OF U.S. EQUIPMENT ABROAD 
GENERATES DEMAND FOR MORE 


Spread of American techniques, 
tools and materials promises to 


open new outlets for exports 


The U.S. has become an eco- 
nomic powerhouse for much of the world. 
American machines and techniques now 
are predominant in many areas in which 
they were almost unknown before .the 
war. 

The significance of this fact will 
be felt by U.S. business in the form of 
increased demands for American goods 
in coming years. The need for replace- 
ments, parts and accessories alone ties 
farms and factories throughout the world 
to U.S. industry. 

Loans, Lend-Lease, UNRRA, sales of 
war surpluses and even outright charity 
have combined to plant American equip- 
ment and methods everywhere in the 
short space of five years. Thousands of 
technicians and_ skilled workmen have 
received wartime training in the U. S. and 
have returned home experienced in the 
use of American materials, machines and 
techniques. 

The trade ties thus created affect nearly 

every nation in the world and raise the 
question of how these countries are to 
pay to satisfy their vastly increased de- 
mand for U.S. goods. 
«| Surplus property left over from the 
war is making it possible for many coun- 
tries to acquire U.S. goods at bargain 
prices, The Office of the Foreign Liquida- 
tion Commissioner already has disposed 
of stocks that originally cost $7,500,- 
000,000, and billions of dollars worth are 
yet to be sold. 

The goods are the kind that could lead 
to big repeat sales. In many areas, they 
already are changing consumption habits 
and generating potential business for the 
future. Sale of surplus equipment for air 
conditioning and refrigeration in tropical 
countries is a good example. 

Transportation equipment, including 
railroad locomotives, freight cars, air- 
planes and trucks, is the most important 
category of surplus stocks sold overseas. 
Construction equipment and supplies ac- 
count for about one fifth of the total. 
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Ships are another big item. Countries ac- 
quiring U.S. equipment in these cate- 
gories eventually will want more. 

q@ UNRRA also has created bases for 
future demands for U.S. goods. A large 
proportion of UNRRA’s budget has been 
for industrial equipment and medical and 
sanitation supplies. Most of these goods 
have come from the United States. 
Total U.S. contribution to UNRRA was 
$2,700,000,000, or 73 per cent of 
UNRRA’s budget. 

In the industrial field, millions of dol- 
lars worth of mining equipment, steam 
shovels, road scrapers, concrete mixers, 
locomotives and other machinery have 
been sent out by UNRRA from the 
United States. 

For agriculture, tractors from the U. S. 
have gone to Albania, Byelorussia, 
Czechoslovakia, China, Greece, Italy, 
Poland, the Ukraine and Yugoslavia. 
Other U.S. equipment for agriculture 
includes farm implements and machinery 
for food processing and dairying. 

Many of the countries that have re- 
ceived UNRRA aid will find, when they 
get back on their feet, that they are 
accustomed to using American trucks on 
their highways, American machines in 
their factories, American locomotives on 
their railroads, American tractors on their 
farms. Convenience and habit are likely 
to keep many of them buying these 
things from the U.S. in future years. 
@ Financial aid will flow out from the 
U.S. to other countries on a large scale 
for at least another year and a half. 
Nearly $5,000,000,000 may be allotted 
for loans and grants abroad in the 12- 
month period beginning next July. A 
large percentage of this money is to be 
spent for machinery and equipment that 
will create a future demand for replace- 
ments, parts and accessories. 

' U.S. Government loans and grants will 
amount to $3,809,000,000 if Congress 
agrees to present plans of the Administra- 
tion. This includes $1,200,000,000 on the 


loan to Britain, $730,000,000 for the 
Export-Import Bank and $466,000,000 
for the World Bank. 

Gifts and grants to other countries in 
the next fiscal year will amount to $1,413,- 
000,000 if Congress accepts the budget 
figure. The amount being spent in the 
current fiscal period is nearly $1,000,- 
000,000 higher. 

Private interests are expected to make 
$1,100,000,000 available to other coun- 
tries from the U.S. during the 1947-48 
fiscal year in the form of gifts and loans. 
@ Lend-Lease, both during and after the 
war, has sent U. S. goods worth $47,500,- 
000,000 to 37 countries. This is roughly 
$25 worth for every man, woman and 
child on the face of the earth. 

Civilian goods have accounted for 
about half of the Lend-Lease shipments 
from the U.S. As a result, enormeus 
quantities of American machine tools, 
agricultural implements, railroad equip- 
ment, hospital material and other neces- 
sities are in use in many countries. Russia 
alone has receaveu more than $6,000,- 
000,000 worth of goods usable in her 
peacetime economy. 

The final result is that U. S. manufac- 
turers, whether they wish it or not, have 
emerged from the war with a strong foot- 
hold in the factories and on the farms of 
many nations. 

Students and trainees from other 
countries probably will generate more 
trade, in the long run, than all the loans 
and relief together. As shown on the ac- 
companying chart, there are about 18,000 
students from abroad studying in U.S. 
universities. The number is growing rap- 
idly and is expected to be substantially 
higher when the next academic year be- 
gins in September. 

Scholarships are to be granted by many 
governments to enable their young men 
and women to study in the U. S. 

India plans to maintain 2,000 students 
in universities in the U.S. as a perma- 
nent policy. All expenses will be paid 
oy the Government of India. Six hundred 
already have arrived. Burma is beginning 
a similar program, and is sending 50 
students as a start. Most of the Burmese 
are to train in technical fields. 

Turkey is represented in U.S. univer- 
sities by 600 students, many of them 
supported by the Turkish Government, 























U.S. METHODS: STUDENTS FROM ABROAD IN U.S. 


TOTAL 18,000 


a a a ag Se ee ee 


LATIN AMERICA 


S ae") Be) oe ee 





EUROPE 


ie ee ee 


119991) > 


CANADA 






fe. |: ~ 


WIT 2 


MIDDLE EAST & INDIA 





ye 


qT” 


CHINA 





Altogether, various governments will 
spend $28,000,000 this year to help their 
citizens obtain an education in the 
United States. The U.S. Government is 
spending $4,000,000 to help students 
from abroad. The State Department helps 
students to get placed, and does what it 
can to assist them in other ways, but has 
funds to give financial help to only 
about 500. 

The U. S. War Department is continu- 
ing, on a reduced scale, its wartime pro- 
gram of training young technicians from 
other countries. Most of these are in the 
field of aviation. Hundreds of men from 
abroad are to be given technical training 
at U.S. bases this year. During the war, 
the figure ran into the thousands each 
year. After finishing their training in the 
U.S. the visitors are sent back to their 
home countries to instruct others there. 
As a result of the program, air force men 
in many of the United Nations are ac- 
customed to flying and servicing U.S. 
aviation equipment. 

Inter-American programs to help im- 
prove living standards and education in 


1919999999911 >» 


U.S. GOODS: SALES OF WAR SURPLUS ABROAD 


TOTAL $5,627 MILLION 
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the Western Hemisphere have brought 
630 individuals to the U.S. from the 
American republics since the beginning 
of the war. 

The health and sanitation program of 
the Inter-American Institute has famil- 
iarized hundreds of doctors in Latin 
America with U.S. hospital equipment, 
drugs and textbooks. Training of sanitary 
engineers is generating new demand for 
such things as plumbing equipment. 

The food program has acquainted many 
farmers in Latin America with U.S. 
implements and tractors. 

The Inter-American Education Foun- 
dation is helping the American republics 
expand their vocational training. The 
nucleus of skilled workers prepared in 
this way is almost wholly adapted to 
U.S. machines and U.S. methods—an 
important point that Latin-American in- 
dustrialists will not overlook when buying 
factory equipment. 

The International Training Adminis- 
tration helps workers from abroad to ac- 
quire technical knowledge by working a 
year or two in American factories or on 
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U.S. farms. More than 2.300 Interna- 
tional Training Administration “gradu- 
ates” have finished their on-the-job 
training and are back home again, using 
their new skills. More are training in the 
United States. Participating in the pro- 
gram are 650 U.S. firms. American in- 
dustry has indicated it is willing to train 
1,000 young workers from abroad each 
vear. 

UNRRA, in the last nine months, has 
brought 125 men and women from nine 
countries to take courses in the U.S. 
that will fit them for rehabilitation work 
in their war-devastated homelands. These 
people now are returning home with 
increased knowledge of U.S. methods, 
some U.S. books and equipment and 
working contacts with American profes- 
sional leaders who will keep them abreast 
of new developments. 

@ It all adds up to a prospect of vastly 
increased demand for U.S. goods for 
many years to come. The big question is 
whether other countries will be able to 
pay for the goods they will need to ful- 
fill the new demand. 
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BRITISH TREASURY HIT 
BY MARK-RICH TROOPS 


Tommies make big profit by converting 
occupation currency won in black 
market deals into pounds sterling 


Reported from 
LONDON 


British taxpayers are getting a bill 
for war costs they hadn’t figured on. They 
now are asked to put up $80,000,000 be- 
cause transactions by English Tommies in 
Germany's black market have bounced 
back and hit the British Treasury. 

A similar bill, but larger, is ex- 
pected to confront American taxpayers. 
How much the U. S. item is to be, how- 
ever, and when and how it is to be re- 
vealed, are matters shrouded in official 
mystery. . 

Both in the U.S. and Britain cries of 
scandal repeatedly have been raised at 
reports that soldiers in Germany were 
making fortunes in the black market. It 
has been assumed that all such profits 
were at the expense of the Germans, and 
the inclination has been to deplore the 
episodes as unfortunate, but inevitable. 

Now, however, it appears that some of 
the cost has to be paid by the taxpayers 
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back home. British members of Parlia- 
ment find this astonishing and painful. 
They ask who is to blame and what can 
be done about it. 
@ The disclosure came in the House of 
Commons during a routine debate on an 
Army appropriation. The War Office said 
it needed another $200,000,000 for the 
current fiscal year, ending March 31. 

Opposition members of Parliament 
thought the last item in the War Office 
request needed more explanation. As it 
stood, it said: “Balances Irrecoverable 
and Claims Abandoned, 20,000,000 
pounds” ($80,000,000). Only other refer- 
ence was a sentence, on another page, 
stating that “it is necessary to make pro- 
vision for substantial losses incurred on 
accumulation of surplus marks and 
schillings in Germany and Austria.” 

So the Government’s critics put the 
Secretary of State for War, J. F. Bellen- 
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Everybody won except the taxpayers back home 
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ger, on the griddle. They asked why the 
Government had ever taken in worthless 
marks, why it had permitted occupation 
currency to be converted into sterling, 
and why the losses could not have been 
foreseen. There were demands to know 
whether the losses had been stopped, 
what the total bill would be, and whether 
the other occupying powers would share 
the burden. 

@ What happened was this: 

Up until the spring of 1946, during 
nearly a year of occupation, Allied troops 
in Germany got their spending money in 
the form of occupation marks. The oc- 
cupying powers agreed on this common 
currency as a matter of uniform policy. 
Ultimately, the currency was to be re- 
deemed by Germany, not by the Allies. 

In this situation, it was possible and 
profitable for a British soldier to use his 
allowance of marks to buy goods at the 
Army canteen and sell the goods, at very 
much higher prices, to Germans and to 
Russian troops who had marks but no 
commodities. The demand for goods was, 
and still is, insatiable, and for a time 
the printing presses in the Soviet zone 
provided Russian troops with basketsful 
of occupation currency. 

With his profit in marks, the British 
Tommy could buy more cigarettes at the 
canteen for a quick sale outside, or invest 
in savings certificates at the Post Office 
Savings Bank. Result was that marks 
accumulated in the hands of the British 
Government faster than they were being 
issued as pay to the troops. 

When British officials awoke to what 
was happening, they clamped down on 
conversion of occupation currency to 
sterling, limited the amount of marks 
issued per soldier, and devised other 
controls to hamper free enterprise in the 
black market. At about the same time, 
the U.S. Army, having heard sensational 
stories of fortunes made by American 
officers and enlisted men, changed its 
rules to check the conversion of marks 
into dollars. 

By this time, however, the damage 
had been done. The British Treasury 
found itself with $80,000,000 worth of 
occupation marks on its hands, in ex- 
change for sterling which already had 
been paid out to British troops. 

What American losses totaled, U. S. 
officials were not saying. Britain’s War 
Secretary, in the House of Commons, 
thought U.S. losses in the same period 
must have been “very considerable.” 
@ Only course open to taxpayers, in any 
event, is to pay up. Britishers hope their 
bill is limited to $80,000,000. U.S. tax- 
payers have yet to hear how much the 
black market in Germany is to cost them. 
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OFFICE-MACHINE SALES 
SOAR IN LATIN AMERICA 


European firms now are cashing in 
on the market, but U.S. suppliers are 
maintaining their dominant position 


With the U.S. back as_ the 
world’s largest exporter of office ma- 
chines, European manufacturers are dig- 
ging in to hold their present positions in 
the Latin-American market. 

Latin America needs office ma- 
chines of all kinds now as the result of 
shortages that accumulated during the 
war. And U.S. manufacturers, trying to 
fill domestic needs and to furnish some 
equipment to markets all over the world, 
are unable to meet fully the demand in 
the countries to the south. 

European companies, thus, find it 
easy to make sales in Latin America now. 
But a little later there will be keen com- 
petition for Latin-American business. 

Greatest rivalry will be in the type- 

writer field. Europeans will contend, also, 
for a share of the markets for adding 
and calculating machines. American 
manufacturers of bookkeeping machines 
will have little or no competition, how- 
ever, and, in the cash-register field, the 
United States holds undisputed leader- 
ship. 
@ Sweden has a stronger position in 
Latin America now than any other Euro- 
pean country. For Sweden was able to 
make deliveries at a time when other 
manufacturing countries were tied up by 
the war. 

Sweden sold a good many typewriters 
in Uruguay and a few in Argentina and 
Brazil before the war: In 1945, she made 
large sales in Mexico, Colombia and Ar- 
gentina. She increased her business with 
Brazil. Her sales volume was fairly large 
in Uruguay, Venezuela, Chile, Peru, 
Bolivia and Ecuador. 

Swedish adding and calculating ma- 
chines were accepted generally in Latin 
America before the war. But in 1945 she 
sold three times as much of this type of 
equipment as in 1938 to Brazil, her big- 
gest prewar customer in Latin America. 
She multiplied her sales to Mexico by 40. 
She doubled her shipments to Argentina 
and Colombia, which had been fairly 


heavy buyers in 1938. In other countries 
she made big gains. 

@ Italy’s biggest plant for the manu- 
facture of office machines came through 
the war unscathed and is manufacturing 
typewriters and adding and calculating 
machines as fast as it can get steel. 

Italian typewriters sold heavily in Ar- 
gentina before the war and were received 
well in Brazil. Now, Italy is stepping up 
exports to Latin America. In the first 
half of 1946, she sold 1,350 typewriters 
in Argentina alone, and she has extended 
her market to cover many other countries. 
@ Switzerland has been pushing sales 
abroad ever since the wartime blockade 
of her external trade was raised. Latin 
America, which needs equipment and can 
pay for it, is the primary target of Swiss 
promotion now. 

Swiss portable typewriters had a wide 
market in Latin America before the war, 
because they are light and _ relatively 
cheap. But last year, Swiss typewriter 
sales in Latin America were more than 
double those of 1938 and included many 
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standard models in addition to portables. 

Swiss adding and calculating machines 
sold fairly well in Brazil and Argentina 
before the war. Sales in Latin America 
last year were 13 times as great as in 
1938, with Brazil taking about half of 
them. 

Other prewar suppliers, except the 

U.S., are giving no competition in Latin 
America now. The United Kingdom is 
concentrating its sales efforts in Europe, 
the Middle East and the British Empire. 
Germany now is making no office ma- 
chines for export. 
@ U.S. manufacturers, freed from war- 
time curbs on production and from export 
licenses, are back in Latin America on 
a big scale. Shipments of competitive 
items in 1946 were well above prewar 
levels, as the chart on this page shows, 
and many times as large as exports of 
these items from European countries to 
Latin America. U.S. exports to Latin 
America in 1946 included 72,000 type- 
writers, 4.600 calculating machines and 
20,800 adding machines. 

In the long run, sales in Latin America 
probably will shake down about like this: 

Sweden and Italy will hold a fair share 
of their gains, but their sales will be rela- 
tively small in comparison with those of 
the U.S. 

Switzerland will remain a strong com- 
petitor in the portable-typewriter field. 
But after the cream is skimmed off the 
easy sales of adding and calculating ma- 
chines in Latin America, Switzerland may 
shift the emphasis on these lines to Euro- 
pean countries with which she has made 
bilateral trade agreements. 

The United States will occupy the 
dominating position in virtually every 
part of Latin America. 
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U.S. PLANS STRICT RELIEF POLICY 


IN COUNTRIES GETTING FREE FOOD 


Freedom of the press, supervision 


of rationing, distribution and 
prices to be asked of recipients 


The United States will get broad 
powers to supervise economic life in five 
countries of Europe under present plans 
for sending food relief abroad. 

Austria, Greece, Hungary, Italy 
and Poland are going to be asked to live 
up to American standards of economic 
behavior to get their share of a $350,- 
000,000 relief fund being considered by 
the U. S. Congress. This sum does not in- 
clude any funds which may go to finance 
the taking over of Britain’s commitments 
in Greece. 

This sweeping authority to over- 
see what goes on in other countries is be- 
ing proposed as a means to insure that the 
U.S. gets her money’s worth for relief 
dollars sent abroad. American officials 
favored terminating the United Nations 
Relief and Rehabilitation Administration 
this year, because they believed a 48-na- 


CHARTER FOR RELIEF 
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—International 
RATIONING must provide food free 
for those unable to pay, steer clear 
of special terms for favored groups 
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tion agency was too unwieldy to do an 
efficient job. Now the U. S. is out to show 
that, acting alone, she can do more good 
with her relief dollars than she could as 
a member of a United Nations agency. 
@ Supervision by the U.S. is a key- 
stone of the plans for overseas relief now 
being urged before Congress by William 
L. Clayton, Undersecretary of State for 
Economic Affairs. Clayton promises that 
any nation getting food from the $350,- 
000,000 fund he seeks must sign an agree- 
ment with the U. S. covering every phase 
of the way the money is to be used. 
Rationing systems in each country re- 
ceiving a relief grant from the U. S. must 
meet standards set by Washington. 
U.S. officials want to make sure that 
food supplies paid for with American 
dollars will be distributed fairly and equi- 
tably. Recipients who cannot afford to pay 





—Black Star 
PRICES must be kept in line through 
vigorous attack on black markets and 
reasonable pricing of domestic foods 





must be allowed to receive food free of 
charge. Those who have plenty of money 
must not be given the food as a dole. 
There must be no favoritism in parceling 
out the food. There must not be special 
treatment, for instance, for members of 
any political party, for soldiers, for 
police, or other groups that might be 
favored by a government. 

Reports to Washington are that, by 
and large, most of the food distributed 
by UNRRA reached the people for whom 
it was intended. A large number of com- 
plaints, nevertheless, created the public 
impression that there were many abuses. 
The U.S. is determined that, with 
UNRRA going out of existence, the 
American program which partly replaces 
it will not run afoul of similar public 
criticism. 

Prices at which food is sold in coun- 
tries receiving U.S. aid will get strict 
supervision. 

American officials will watch to see 
that U.S. relief supplies are sold at fair 
prices. Beyond that, they will want to be 
sure that similar foods produced do- 
mestically are sold at prices in relation 
to the price of the imported relief foods. 


—American Red Cross 

DISTRIBUTION «must furnish sup- 
plies to all parts of a needy country, 
not neglect remote, inaccessible areas 
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The black market must be vigorously 
fought by a government that is to re- 
ceive U.S. relief help. Denunciations of 
the black market that go no further than 
issuance of an official press statement will 
not suffice. The U.S. does not want her 
food supplies to help line the pockets of 
food profiteers in needy countries. 

The funds collected in sale of relief 
supplies by the government getting U. S. 
help will have to be spent for purposes 
that the U.S. approves. The American 
Government will not send food to any 
government that uses the proceeds to pay 
for a secret police force or to buy muni- 
tions. Most likely, the U.S. will recom- 
mend that money thus collected be used 
to pay for reconstruction work. 

Distribution of relief supplies will be 
supervised by American officials. 

The U.S. wants to insure that all sec- 
tions of a needy country get their share 
of relief supplies. In some countries in 
the past, there has been a temptation to 
distribute the supplies in capital cities 
that are politically important, or in ports 
that present no overland transportation 
difficulties. 

Racial, religious or political prejudice 
in the use of relief food will be forbidden 
by the terms of U.S. relief grants. 

Crcp collection will have to meet U. S. 
standards in countries receiving American 
relief. 

Governments will be expected to take 
vigorous measures to make farmers turn 
in their surplus grain to feed city popula- 
tions. Wartime experience showed U. S. 
officials how the food situation in a 
country can be made precarious when 
farmers withhold produce from normal 
market channels in order to sell it later 
at black market prices. Such actions make 
it necessary to import bigger relief ship- 
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CROP CONTROL must bring food 
from farm to city, prevent withhold- 
ing of crops from normal channels 


ments to feed the people who cannot 
afford to pay the illegal prices. A thor- 
ough, forceful policy of collecting crops 
from farmers will be insisted upon to 
prevent this diversion of food supplies. 

Press freedom will have to be observed 
by beneficiary countries. 

Primarily, this means that American 
and other outside press correspondents 
must be permitted to visit the country 
to watch the use of relief supplies. This 
freedom of inspection by the press will 
supplement inspection rights by U.S. 
relief officials. The American public thus 
will be kept informed of the use to which 
its relief dollars are being put. Official 
inspections will be carried out by a staft 
of 28 policy officers and clerks to be 
stationed at U.S. diplomatic missions in 
nations that receive American relief. 

Full publicity in the local press regard- 
ing the American relief supplies will have 
to be permitted. 

Complaints were made during 
UNRRA’s program that in some coun- 
tries of Eastern Europe the public was 
not informed that the bulk of the sup- 
plies came from the U.S. Local govern- 
ments claimed credit for the food they 
distributed to the population. Yugo- 
slavia was especially criticized for main- 
taining a hostile attitude toward the 
U.S. in her controlled press while dis- 
tributing to the people food supplies paid 
for in large part by Americans. Clayton 
now intends to see that the U.S. is not 
deprived by censorship from reaping the 
normal good will that might go with the 
sending of relief to needy people abroad. 
@ These strict standards differ from 
those required by UNRRA in several im- 
portant respects. 

The U.S. program lays more stress 
on freedom of the press and on full pub- 
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FREE PRESS stipulations will re- 
quire unrestricted access to relief op- 
erations for reporters of all countries 
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WILLIAM L. CLAYTON 
His job to enforce the rules 


licity tor outside relief contributions. 
Further, the U.S. is being firmer than 
UNRRA in refusing relief to a country 
that sends out food as_ reparations. 
UNRRA condemned the Russian policy of 
taking food and using farmland in Aus- 
tria, but went right on shipping food to 
Austria. U.S. officials, free now of inter- 
national ties in relief distribution, intend 
to be more strict in this respect. 

U.S. officials believe that no country 
is likely to turn down U.S. help rather 
than agree to these standards of pertorm- 
ance—not even Poland, where Russian 
influence is strong. The need for food 
supplies is so great that no nation is 
likely to question the right of the U. S. to 
see how her money is spent. 
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PUBLICITY for the actual facts about 
the source of U.S. supplies will be 
required in the press of aided lands 
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BRITAIN FEARS LOSS 
OF LEND-LEASE SHIPS 


Demands in Congress for return of 
chartered vessels threaten export 
and import goals vital to recovery 


Reported from LONDON 
and WASHINGTON 


Britain is worried over demands 
in the U.S. for quick return of Lend- 
Lease shipping. Almost a fourth of British 
trade is now being carried in such vessels. 

Present agitation in the U. S. Con- 
gress for recovery of this tonnage poses 
a serious threat to the export and import 
goals that have become more vital than 
ever in Britain’s comeback program. 

The issue centers about 306 ships 
‘hat were transferred to Britain under 
wartime agreements. 

Britain is paying the U.S. $2,000,000 
a month for the charter of these vessels 
and plans eventually to purchase more 
than 100 of them. The remainder are to 
be returned in monthly installments as 
British shipyards produce replacements. 
«| Congressional demands that the ships 
be returned quickly are accompanied by 
complaints that Britain operates the ships 
in competition to the U. S. merchant ma- 
rine. Critics assert the charter terms are 
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LIBERTY SHIP—What will be done about Britain’s Lend-Lease fleet? 


unfavorable, and lower crew costs give 
Britain an advantage in getting business. 

U.S. crew wages for such ships come to 

about $8,000 monthly, whereas they can 
be manned by the British for about 
$3,200. 
@ Britain’s concern over what Congress 
decides arises because of the essential 
part the ships are playing in keeping her 
export and import trade moving. The 
British question whether U.S. shippers 
can find the crews to keep all the ves- 
sels operating if they are returned, and 
argue that, if many of the ships are with- 
drawn from service, an already tight 
situation in world shipping would only 
be aggravated. 

Adverse treatment also is charged by 
the British who point out they have been 
paying for the charter of the ships with 
dollar exchange they can ill afford, 
whereas Russia is using Lend-Lease ves- 
sels without any payments. The U. S. has 
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—U. S. Maritime Commission 


asked Russia to settle up for Lend-Lease 
ships but nothing has been done. 

Return of the ships would give the 
U.S. merchant marine a limited ad- 
vantage for some months while Britain 
was catching up in her postwar program 
of shipbuilding. Most experts believe, 
however, that the majority of the re- 
turned ships would be tied up with the 
fleet of 1,600 the U. S. now has in reserve 
anchorages. Tied up, the ships would in- 
volve maintenance expense, instead of 
returning the revenues they now produce, 

The agreement which put the ships 
under the British flag provided that 
Britain could operate them “until six 
months after the termination of the war” 
—and the termination of the war has yet 
to be proclaimed officially. However, the 
agreement also includes the specification 
that a concurrent resolution by Congress 
may recall the vessels earlier. It is this 
latter provision that is causing concern 
in Britain now. 

British shipyards require another six 
months or a year to complete their pro- 
gram of replacing heavy war losses in 
the merchant marine. If deprived of the 
chartered vessels earlier, Britain would 
have no choice but to hire other ton- 
nage, for she cannot live without the 
imports ships have been bringing. The 
probability that most of the ships would 
be laid up after return to the U.S. means 
tonnage for hire would be scarcer and 
prices higher. The drain on Britain's re- 
serves of international exchange would be 
correspondingly greater. 

Other nations stand to be hurt, for not 
enough shipping is operating now to meet 
world needs. Withdrawal of still more 
tonnage from service can only complicate 
the situation further. 7 

@ The decision of Congress on whether 
to call for return of the ships, therefore, 
is fraught with high significance. 

The crisis into which Britain’s economy 

has been plunged by the fuel shortage 
and Britain’s inability to continue to 
shoulder her commitments alone in 
Greece are having an effect on the future 
of the Lend-Lease ships. The U. S. State 
Department is determined to fight for 
some arrangement that will permit Brit- 
ain to continue to operate the ships until 
her own yards finish replacements. 
@ Uncertainty, meanwhile, is causing 
one more complication for the Govern- 
ment planners who are trying to chart a 
new course for Britain’s buffeted econ- 
omy. At the moment, best indications are 
that Britain will be allowed to keep the 
ships longer, but no clear test has been 
made in Congress. So Britain is to have 
to wait a while before she can hope for 
an official verdict from the U. S. 
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RIVALRY FOR TRADE 
OF DUTCH INDIES 


Valuable stockpile of raw materials 
withheld from world as Indonesians 
and Holland argue over ownership 


Reported from BATAVIA 
and WASHINGTON 


World competition for scarce raw 
materials available in the Netherlands 
East Indies now is involving outside na- 
tions in the struggle between the Dutch 
Government and the unrecognized Indo- 
nesian Republic. 

U.S. and British interests are foremost 
in the race for a share in the valuable 
commodities which the Dutch Navy is 
trying to keep bottled up in the Indone- 
sian-controlled areas. Ships of both pow- 
ers have been seized by the Dutch, and 
the U.S. State Department has lodged a 
protest with The Hague over regulations 
that led to the confiscation of the $3,000,- 
000 cargo of an. American Liberty ship. 
@ High profits are behind the desire of 
U.S., British, Australian and Chinese 
firms to trade with the Indonesian Na- 
tionalists. Available are huge stockpiles 
of food and vital raw materials that ac- 
cumulated during the war. Prices are 
cheap, but ownership often is disputed. 

Crude rubber, in large quantities, is 
available at Indonesian ports and at prices 
well below the sales price at nearby Singa- 
pore. 

Sugar stocks of Java are largely in the 
hands of the Indonesians. The exact 
amount is the subject of much specula- 
tion, but, according to recent Dutch esti- 
mates, there is between 300,000 and 400,- 
OOO tons. 

Other commodities the Indonesians are 
offering for sale include cinchona bark, 
which is the main ingredient of quinine; 
palm oil, which brings premium prices 
on the world market, and sisal fiber, 
coffee, tea, tapioca, teakwood and spices. 
@ The Dutch position is that a large 
part of the commodities the Indonesians 
are selling represents loot from planta- 
tions belonging to Dutch and other Euro- 
pean: nationals. And, consequently, can- 
not be sold legally. 

The Dutch also want the earnings 
from the sale of East Indies products. 
While fighting was going on last year, 


the Dutch lost hundreds of millions of 
dollars through the wholesale smuggling 
between the island of Sumatra and Sing- 
apore. In recent months, however, the 
Netherlands Navy has cut down the 
smuggling. 

Reason given by the Dutch for seizing 
the cargo of a U.S. Liberty ship oper- 
ating under private charter is that this 
first ship to enter an Indonesian port 
since the war was carrying rubber, sisal, 
sugar and quinine that was produced on 
European-owned plantations and there- 
fore did not belong to the Indonesians. 
@ The Indonesian position is that the 
new Dutch regulations are unfair and are 
designed to apply economic pressure on 
the new Republic and force it to make 
political concessions to The Hague. 

President Soekarno’s Indonesian Gov- 
ernment offers to set up a joint trading 
corporation for exporting Indonesian 
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PROTECTS DUTCH PROPERTY 
Acting Governor-General Van Mook 


goods, but the proposal has not been 
accepted by Dr. Hubertus Van Mook, 
the Netherlands’ acting Governor-General 
of the East Indies. 

Dr. A. K. Gani, Indonesian Minister of 

Economics, continues to invite U. S. ship- 
ping firms to trade with the young Repub- 
lic and insists that a second American ship 
now is en route to Java with a cargo that 
includes textiles, badly needed by the 
Javanese. 
@ The U.S. position is that the Dutch 
regulations are depriving the world of 
vital commodities of which there is an 
acute shortage. 

The protest to The Hague, which was 
the outcome of the seizure of a U.S. 
Maritime Commission ship, made it clear, 
however, that the United States recog- 
nizes the Dutch as the sovereign power 
in the East Indies. 

The British are making even less of an 
issue of the new Dutch regulation, al- 
though at least 10 of their ships have been 
seized and the naval blockade has affected 
Singapore’s trade. 

The Australian Government, an out- 
spoken champion of the Indonesian Na- 
tionalists, has gone out of its way to deny 
persistent reports that one of its ships 
is on its way to an Indonesian port for 
cargo of the kind confiscated from U. S. 
interests. 

The outlook is that there is going to be 
mounting pressure from outside coun- 
tries to take advantage of Indonesia’s 
lucrative trade possibilities. This may 
hasten a settlement of differences be- 
tween the Dutch Government and the 
Indonesian Republic. 
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PROMOTER OF INDIES TRADE 
Indonesian President Soekarno 


MARCH 18, 1947 © 23 








ee 











= Neer tas 
site. SE 


EE 
NIN Nd Nad ntl Nal el ell tet tS 








poe mae em, 
wat 
4 yetaserriak 
1 
A 
Pa 


World Diplomacy 


(The opening of the Moscow Con- 
ference again is focusing world at- 
tention on the question of Soviet 
policy and its motivation. 

(WORLD REPORT herewith pre- 
sents an examination of some of the 
major forces that are dictating the 
postwar course the Soviets pursue.) 


W INSTON CHURCHILL once made an 


observation about the Soviet 
Union that has been widely quoted. He 
said: “Russian policy is a riddle wrapped 
in mystery inside an enigma.” 

The remark was made at the time of 
Soviet collaboration with Germany in 
the early days of the war, but has been 
cited innumerable times in_ recent 
months to characterize all the interna- 
tional dealings of the Kremlin and its 
approach to the peace. 

Colorful though this Churchillian de- 
scription may be, it is regarded by many 
experts in world affairs as being too 
sweeping. There are grounds for argu- 
ment that it certainly does apply where 
methods and matters of ideology are 
concerned, but the Soviets, by their ac- 
tions, never hesitate to subordinate these 
to more basic considerations, And there 
can be no mystery about at least some 
of the basic considerations in the post- 
war policies of the Kremlin. 

Russia was grievously hurt in the war, 
how grievously only her rulers know. 
Restoration of the country has top pri- 
ority. 

Invaded and devastated twice in a 
generation, Russia has become almost 
fanatical about her future security. It is 
a first consideration in many of her 
actions. 

Russia emerged from the war a major 
power. But in the modern world, mili- 
tary might is dependent on economic 
strength. The supreme importance of 
this relationship is being demonstrated 
today in Britain, where economic strin- 
gencies are weakening her ability to 
exert her old-time power. If further evi- 
dence were needed of the importance of 
economic strength, both India and China 
surpass the Soviet Union in their re- 
serves of man power, but both are weak 
because they lack the economic strength 
to complement their man power. ° 

Regardless of its ultimate ambitions 
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ideologically, the present Soviet Govern- 
ment feels that it can keep Russia a ma- 
jor power only by bolstering the nation’s 
economic strength, both at home and 
abroad. The Kremlin, bossing a police 
state which the war has exposed to 
Western influences, is mindful of the 
fundamental issue and all its implica- 
tions. 

It is obvious, then, that the Soviet 
Union should be expected to exert every 
possible effort to bolster and improve 
her economic position. The Communist 
leaders are convinced that Russia's in- 
terests, now and in the. future, de- 
mand it. 

The methods Russia uses, or seeks 
to use, in an effort to realize this key 
objective may well continue to seem 
confusing, highhanded or objectionable 
to Western nations. But there can be 
no riddle about the immediate policies 
which the methods strive to implement. 


RUSSIA’S BIG PROBLEM 


The fundamental task confronting 
Russia now is the rehabilitation of her 
economy. That rehabilitation is the core 
of Moscow’s postwar policy. 

Unless the economy can be restored 
and strengthened, Russia cannot hope 
to exploit her present advantage as a 
major power. At stake, too, are national 
security and recent ideological gains. 
Even the future of the Soviet system 
might be influenced. 

The magnitude of the job facing the 
Soviet Union is the best index of the 
importance that economic considera- 
tions play in shaping her policies. 

Man-power losses in the war were 
staggering to the Russians. Generalis- 
simo Stalin has mentioned’ the figure of 
7,000,000 dead, but other estimates of 
military and civilian casualities run as 
high as 13,000,000. 

There is the shortage of skilled work- 
ers. Some died in uniform, but many 
more who fell into the hands of the Ger- 
mans were deported to the Reich and 
perished. 

The destruction in the 800,000 square 
miles that Axis forces occupied cannot 
be described adequately by statistics. 
And this was the most productive area 
in the entire Soviet economy. 


ECONOMICS AS KEY 
TO SOVIET POLICY — 


The official compilation of destruction 
and losses makes grim reading—39,000 
miles of railroads, 4,100 stations, 15,000 
bridges, 15,800 locomotives, 428,000 
railway cars and 6,000,000 buildings, 
to mention some specific items. 

Russia's ability to overcome such dam- 
age can best be gauged by the goals of 
her current Five-Year Plan. The target 
in locomotives, for example, is 7,600. 
In freight cars, it is 472,000. These two 
objectives, to be reached in five years, 
could be achieved in a little more than 
one year of peak production in the U. S. 

But the restoration problem goes 
far beyond replacement of locomotives, 
freight cars or bridges. The Germans 
ystematically wrecked Soviet industries, 
tried to ruin agriculture, and did their 
best to render natural resources unusa- 
ble for years to come. 

It will be at least 1950 before mines 
can be restored to their prewar produc- 
tivity, which was far short of Russia’s 
needs. It will take at least as long to get 
agriculture back to 1940 levels, pro- 
vided there is not another serious set- 
back like the severe drought of last year. 

The necessity of restoring industry 
and agriculture has shaped policy and 
will continue to do so. 

The man-power shortage explains 
why millions of war prisoners are 
being used for slave labor. It also is 
behind the recent decision to cut the 
size of the Soviet Army. 

The critical scarcity of food prompts 
the Russians to make huge levies on the 
areas she occupies, even though the in- 
habitants say it means hardship for 
them. The Army’s practice of living off 
the country stems from the same reason. 

The wrecked condition of Russia’s 
industrial plant is frequently given as 
explanation for the seizure of machinery 
and equipment of all kinds for replace- 
ments. 

Many other examples might be cited— 
the attitude on reparations, the looting 
of consumer goods, the deportation of 
skilled workers from occupied zones. 
All have their origin in the problem of 
reconstruction. 

The way Russia has proceeded is re- 
garded as ruthless by the Western Al- 
lies, who feel that the economies of 
conquered countries have been severely 
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How Russia’s Need for Industrial Recovery 
Makes Her Aggressive in Dealings Abroad 


damaged and people hurt needlessly. 
But the Russians offer as justification 
their own account of what the Axis did 
in Russia. Soviet radio broadcasts and 
newspaper accounts, for consumption 
both at home and abroad, repeatedly 
stress the fact that the war losses of the 
U.S.S.R. were greater than those of 
any other country. 


TACTICS FOR TRADE 


Russia's weakened economic situation 
also is a controlling factor in her ap- 
proach to the question of postwar trade. 

As things now stand, Russia could use 
immense quantities of virtually every- 
thing obtainable in the world market. 
But to buy on such a scale requires a 
flourishing trade in exports, something 
Russia does not have and cannot have 
until her economy is restored and great- 
ly expanded. 

Besides the lack of an adequate ex- 
port trade, Russia’s supply of interna- 
tional exchange is considered much too 
small for her needs. In the U.S. Con- 
gress, frequently expressed criticism of 
Moscow’s attitude has dimmed Russia's 
chances of getting a big loan from the 
U.S., at least for the present. 

Thus, the Russians fear that, in com- 
peting for raw materials, they will be at 
a great disadvantage for a long time, 
particularly if the U.S. happens to be 
bidding for the same commodities. 

This fear explains why the Soviet 
negotiators have fought against the 
equality-of-trade provision in the peace 
treaties already concluded. Equality of 
trade, they feel, puts Russia in a poor 
position competitively. 

For Russian planners, therefore, the 
whole outlook is beset with perplexities. 

At the moment, Russia is dependent 
for much of her urgently needed imports 
on bilateral agreements for barter trade, 
which she made haste to reach with 
countries under her influence after the 
end of the war in Europe. 

The power of Communist propaganda 
or the strength of Russia’s military forces 
influenced these deals. A compelling 
reason for the Soviet zeal in seeking to 
sell its political ideas is that success 
means easier access to the resources of 
other nations. 


Moscow now has signed barter 
agreements with Yugoslavia, Bulgaria, 
Romania, Hungary, Czechoslovakia, 
Poland and Finland. These call for de- 
livery to Russia of raw materials and 
some manufactured goods, which in 
numerous cases are badly needed by 
native consumers. Russia, in return, 
undertakes to repay in foodstuffs and 
raw materials, both scarce in the Soviet 
Union. 

These agreements, all short-term, 
have the effect. of diverting from the 
free market a considerable amount of 
raw materials other nations might like 
to buy. The United States contends that 
such pacts created obstacles to freer 
trade in the world, but, since the satel- 
lite countries may import -from other 
countries the manufactured goods Rus- 
sia cannot supply, the issue is not too 
clear-cut. 

Whether Russia intends to seek fur- 
ther barter pacts is not now apparent. 
The fact remains that such trade, plus 
reparations, is relied upon by her leaders 
to finance the bulk of Russia’s imports 
under existing conditions. Since Russia’s 
needs are not to decrease for years to 
come, Moscow, in its present straits, is 
likely to resort to barter deals whenever 
it can. 

The compulsive pattern once more 
is apparent. Without the necessary im- 
ports, economic reconstruction and ex- 
pansion cannot be achieved. Unless 
Russia accomplishes both, diplomats feel 
that she cannot acquire the economic 
strength she needs. If she fails, they 
argue, her hold on her satellite states, 
and therefore her zone of security, will 
be seriously shaken. Finally, there is 
the question of how long a people sub- 
jected to the most austere of lives will 
tolerate a government if it proves in- 
capable of even beginning to make good 
its promises of better days. The glimpse 
the Soviet Army had of Western civili- 
zation adds an extra urgency to the 
drive for a better standard of living. 

The chances for the success of the 
policy being dictated by Russia’s eco- 
nomic troubles are extremely difficult 
for outsiders to determine because many 
long-range elements are involved. 

Russia has shown single-mindedness 
in pursuing the program, but she also 


has used methods that tend to defeat 
her aims, in the view of much of the 
Western world. 

The Government tacitly admitted as 
much when it discontinued the indis- 
criminate uprooting of factories in occu- 
pied Germany. The equipment was 
proving useless upon arrival in Russia 
because of damage and the lack of 
skilled workers. The industrial potential 
lost in that manner is believed high. 

There also is a grave question whether 
Moscow will benefit in the long run by 
disrupting the economies of neighbor 
states. 

Another imponderable is the extent 
to which countries able to furnish Rus- 
sia the things she needs on credit have 
been alienated by her policies. 

It has been argued that Russia can 
afford miscalculations of this sort and 
still fill her requirements by further ex- 
pansion of the Communist sphere. But 
the countries which many experts re- 
gard as most vulnerable to Soviet infil- 
tration at present lack either the re- 
sources or the industrial potential to tip 
the economic scales in Russia's favor. 

Further expansion, too, involves the 
risk that Russia may find herself iso- 
lated commercially, to the ultimate loss 
of her recovery aims, And expansion 
is expensive, as every great power has 
learned sooner or later. 

The most optimistic of forecasts is 
that it will take the Soviets a minimum 
of 15 years to attain the economic 
potential they hope to achieve under 
their plans. 

Productivity now is that of 1928. 
The Soviets aim at getting it back to 
the 1939 mark by 1950. And the 1939 
mark is far short of the potential which 
the Kremlin considers necessary. 


NEW METHODS? 


Ideological factors may complicate 
the over-all picture, but acute economic 
necessity remains the key to present 
policy, for, until that necessity is over- 
come, Russia shows by her actions that 
she feels insecure. 

If recovery lags too much, the Soviets 
can be counted on to resort to new 
methods to remedy the situation and be 
more conciliatory in international rela- 
tions, all to attain the same end. 

Russia’s leaders are realists. In this 
instance, they are represented as being 
keenly aware of the importance of their 
recovery program, and they are putting 
first things first.. So much depends on 
the success of their economic program. 
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RISING PRODUCTION STRENGTHENS 
U.S. POSITION IN WORLD MARKETS 


Dollar poverty of other nations 


is chief restraint on purchases, 


trade barriers. Forthcoming conferences 
in Switzerland, sponsored by the United 
Nations, are expected to lay the ground- 
work for an International Trade Organi- 
zation. 


NOW partly financed by loans Possible action on tariffs, import quotas, | 
cartels and commodity agreements is 
likely to alter the pattern of U.S. trade. 

Growing production in the U.S., of the increase, but the remainder is due € Commodities most in demand now 
while other countries are having trouble to bigger output in the U.S. and lower from U.S. suppliers, in addition to food, 
restoring prewar output, is strengthening production elsewhere. include machinery, coal, cotton, tobacco, 
the American position in world trade. Shipping weight of American exports in iron and _ steel, vehicles, paper, motor 

With international commerce 1946 was 224,229,000,000 pounds, com- fuel and oil, textiles, electrical equipment 
slowly recuperating, trading nations are pared to 113,094,000,000 pounds in 1937. and medicines. American movies, which 
scrambling for customers in a general Changes in types of commodities, how- long have dominated the world market 
realignment likely to influence exchanges ever, are responsible for some of the for entertainment, are running into stiff 
of goods for several decades. growth in volume of shipments. competition from producers of other 

U.S. products now are in demand all @ Loans by the U.S. are financing much countries. 

over the world, although high prices are of the overseas business today and are Finished manufactures last year ac- 
discouraging many _ potential buyers. — likely to be substantial factors in sales for counted for $5,019,400,000 of the total 
Need of essentials for rehabilitation and several years. U.S. manufacturers and of U.S. exports. Biggest single item in 
recovery, however, remains so strong that producers of food and raw materials are that category was $842,000,000 of ma- 
the only limiting factor on U.S. sales still eager meanwhile for recovery throughout — chinery for construction, mining, pump- 
appears to be the availability of dollars the world so that their commerce will ing and metalworking. 

overseas, represent real trading of goods rather Food worth $2,171,800,000 is listed 
| Exports from the U.S. last year than sales on credit. among the 1946 shipments. Wheat and 
amounted to $9,741,500,000, of which What will happen when other nations wheat flour accounted for $609,800,000 
$1,668,000,000 represented shipments get back into normal production and offer of the export value and meat products 
under expiring Lend-Lease arrangements, _ their products to dollar-starved neighbors represented $423,500,000 of the total. 
or purchases by the United Nations Re- is an uncertain prospect that tempers the Some types of machinery already are 
lief and Rehabilitation Administration. present optimism of American exporters. being made by U.S. factories and foun- 
In 1937, one of the better prewar years, That uncertainty is responsible for dries at rates that exceed domestic de- 
U.S. exports totaled $3,349,167,000. much of the interest American producers mand. Locomotives provide one example 
Higher prices probably account for half are showing in proposals for lowering of | of this type of surplus production. War- 
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time destruction of many European 
locomotives leaves a natural market for 
replacements, and scarce dollars are 
being used reluctantly to restore trans- 
portation systems. 

Machine tools are going abroad from 
the United States in record quantities. 
An end to munitions-making turned 
many such tools from critical items to 
surplus materials and a large amount of 
them are being sold at relatively low 
prices. Elimination of Germany from 
this field of production left a gap in the 
European supply of machine tools. 

Coal remains a vital factor in world 
recovery. Because other deposits are not 
being worked at anything approaching 
normal rates, owners of American coal 
could sell all they can mine and trans- 
port. 

The rest of the world received 42,594.,- 
000 tons of U.S. coal last year. In 1937, 
the total of coal shipments from the U. S. 
amounted to only 13,938,000 tons. Com- 
parative values for the two years were 
$301,900,000 and $67,351,000. 

Iron and steel products sold abroad by 
the U.S. last year were valued at not 
much above the 1937 dollar figure and 
were less by weight than in that year. 
Output of steel mills and other processors 
accounted for $368,000,000 of 1946 ex- 
ports, but overseas sales were limited by 
the pent-up demand inside the U.S. for 
construction material and consumers’ 
goods. 

Customers abroad are hoping they will 
be able to buy more U. S. steel this year. 
They point out that each ton of finished 
steel they import saves them three tons 
of coal at home. Most countries prefer to 
use their own coal for power, light and 
heat. 

As agriculture and mining recover else- 
where, emphasis of U.S. exports is to 
shift more and more to manufactured 
goods. That is one reason why American 
factories are giving added attention to 
markets abroad. 


@ Best customer of the U. S. today is her 

North American neighbor, Canada. That 
country bought $1,441,700,000 worth of 
U.S. goods last year. In the same period 
Mexico held up her share of continental 
trade by purchasing U.S. products 
valued at $504,700,000. 

Sales of U.S. goods to the two coun- 
tries nine years ago were $509,316,000 
and $109,450,000, respectively. 

South America, long considered a po- 
tential market for U.S. production, has 
developed during and since the war into 
an important outlet for merchandise 
marked “Made in U.S. A.” 

Major factor in the growth of Latin- 
American trade with the U. S. is the war- 
time strengthening of the financial 
resources of those countries. Sales of food 
and raw materials to their allies earned 
dollars for a number of nations south of 
the Panama Canal. 

Customers in South America paid 
$318,354,000 for their U. S. purchases in 
1937. By last year that figure had in- 
creased to $1,152,200,000. 

Europe now is the question mark for 
American businessmen. How the situation 
finally develops is to depend largely on 
the direction of Russian policy. 

Before the war, the European Conti- 
nent absorbed 24 per cent of U.S. ex- 
ports. The figure probably would have 
been lower during the past year, but 
UNRRA and Lend-Lease shipments 
boosted the total taken by Europe to 
33 per cent of all goods exported by the 
United States. The noncommercial ship- 
ments to the Continent are tapering off 
this year and that will mean a sharp drop 
in exports to countries politically and 
economically close to the Soviet Union, 
which have received a large portion of 
the relief allotments. 

With state control or monopoly general 
in Central and Eastern Europe, trade with 
the U.S. is restricted. Governments in 
those areas are counting heavily on bar- 
ter arrangements to support their recon- 


struction plans. They want raw materials 
and heavy equipment for the U. S., but 
their purchasing power is low. 

Financial aid to Great Britain and 
France through loans from the U. S. Gov- 
ernment is helping to keep those two 
countries among the bigger customers for 
American products. 

Britain’s bill for U.S. goods last year 
was $855,600,000 and that of France was 
$712,000,000. Nine years earlier their 
purchases amounted to $536,410,000 and 
$164,528,000, respectively. 

Northwest Europe is to provide an 
active market for heavy goods and raw 
materials from the U.S. during the next 
two or three years. After that, the de- 
mand will shift to replacements and fin- 
ished products. 

The needs of Central and Eastern Eu- 
rope for industrial and _ transportation 
equipment probably will not be satisfied 
for at least six years. Loans from the 
World Bank could give some of those 
countries a chance to bid for a share 
of U.S. production. But ultimately the 
direction of Russia’s economic leadership 
is to determine whether, in the long run, 
those areas will offer a large market for 
consumer goods from the U. S. 

@ Sales in 1947 by the U.S. are ex- 
pected by experts of both business and 
Government to reach $11,000,000,000. 
Continuing relaxation of export controls 
as domestic inventories are built up will 
account for some of that total. The esti- 
mate also assumes continued expansion 
of U.S. production and a minimum of 
work and shipping stoppages. 

@ Later years are expected to show a 
continuation of expanded U.S. trade 
abroad. Government experts and _busi- 
nessmen realize, however, that before 
the next decade begins the U.S. will 
have to increase her own purchases from 
other countries. They point out that two- 
way trade must be built up to prevent 
a decline in U.S. sales abroad, once 
loans to other countries are exhausted. 
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SCRAMBLE FOR COPPER 
BRINGS RISE IN PRICES 


World demand in excess of supply 
is expected to result in bidding 


quotations above 


A scramble for copper is develop- 
ing on world markets. U. S. factories must 
have far more copper than domestic 
mines produce. Users in other countries 
also are pinched. 

Result is likely to be a further 
rise in copper prices. In the U.S., at- 
tempts are being made to reduce the 
tariff on imported copper in order to hold 
down costs. 

Industrial users of copper now are fac- 

ing the highest prices since 1929. 
@ Prices in the U.S. have just been 
jumped to 21% cents a pound. In Novem- 
ber 1946, after price controls were lifted, 
the prevailing quotation was 17% cents. 
During the last war, when the shortage of 
copper was more drastic, the U.S. ceil- 
ing price on copper reached only 12 cents, 
56 per cent of the present price. 

In Britain, copper now costs 22.82 
cents, even more than the U. S. The Brit- 
ish Government is making a profit by sell- 
ing copper it bought at about 16 cents 
from Rhodesia and Canada. 

Chile, the major exporter of copper, 
has been getting steadily higher prices 
during the last year and now is asking 
20 cents. Further advances are probable. 

Vaulting prices reflect the pressure of 
heavy demand on limited supplies. 
€| World production of new copper this 
vear, if all goes well, may reach about 
2,200,000 tons, about a third less than 
peak production during the war. But this 
showing would be far better than the 
1,750,000 tons mined in 1946 when 
strikes in the U.S., Rhodesia, Chile and 
Canada affected output. 

The U.S., world’s largest producer, 
will turn out around 900,000 tons this 
vear, given labor peace. Strikes helped 
hold 1946 output down to 600,000 tons. 

Chile mav be able to increase output 
from 350,000 tons in 1946 to 400,000 
tons this year. In 1946, a prolonged strike 
at the Braden mine restricted the yield. 

Rhodesian production this year could 
reach 275.000 tons if there is no further 
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the 1929 peak 


interruption in the movement of coal 
from the Union of South Africa and the 

U.S. Shortages of railroad equipment 
and labor troubles held Rhodesian mines 
to 210,000 tons last year. 

Canada’s copper is largely a by-prod- 
uct in the mining of other ores, partic- 
ularly nickel. But prices for most metals 
are now so high that Canadian and 
Newfoundland production of copper this 
year should hit 220,000, against 190,000 
in 1946. 

The Belgian Congo is likely to turn out 
150,000 tons this year, a little more than 
in 1946. 

@ Demand for copper is more difficult to 
gauge globally. It is clear, however, that 
world demand will exceed supply by sev- 
eral hundred thousand tons. This situa- 
tion is producing the scramble for copper. 

In the U. S., fabricators are using cop- 
per at an annual rate of 1,550,000 tons. 
Whether this high rate will continue long 
is uncertain. New orders in the last few 
months have not kept pace with fabri- 
cators’ deliveries of products. 

But, in any case, copper fabricators in 
the U.S. this year will certainly use 
more than the domestic production of 
new copper, plus scrap, plus Govern- 
ment stocks. Together, these apparently 
will yield about 1,100,000 tons. 

Whatever excess is needed—apparent- 
ly 300,000 to 400,000 tons—will have to 
be bought abroad in a tight market. 

@ Tariff regulations in the U.S. provide 
that importers of copper must pay an 
import-excise tax (tariff) of 4 cents a 
pound. This protection for U.S. pro- 
ducers dates from 1932 when it was not 
thought that the U.S. ever would need 
to import large quantities of copper for 
home consumption. 

Before World War II, the U.S. ordi- 
narily was a net exporter of copper. War- 
depletion of U.S. mines and rising use 
of copper have reversed that situation. 

This year, it will be necessary for U. S. 
fabricators to import 300,000 to 400,000 
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PRECIOUS STUFF 
Copper in a sellers’ market 


tons of copper to meet demand. Copper 
on world markets costs a minimum of 
20% cents. The tariff automatically will 
boost the price of these imports another 
4 cents a pound. The resulting 24% cent 
price is causing concern among U.S. 
fabricators and copper miners who see a 
growing prospect of substituting alumi- 
num and plastics for expensive copper 
and brass in many uses. 

Pressure accordingly, is being put on 
the U. S. Congress to suspend or eliminate 
the tariff on copper for a year or so. 

The U. S. State Department is opposed 
to such legislation right now. In trade 
negotiations to start in Geneva next 
month, State Department negotiators 
hope to bargain their power to cut this 
copper tariff in half for concessions 
wanted from Chile and other copper pro- 
ducers. If this tariff is suspended by that 
time, their bargaining power will be 
curtailed. : 

q) U.S. buying will unsettle world mar- 
kets, whether this tariff is to be paid 
or not. 

Clearly, most of the U.S. imports will 
come from Chile, where almost all the 
production comes from three companies 
controlled by U. S. citizens. 

These companies, however, will want 
also to supply other customers, who, be- 
fore the war, took four fifths of their 
output. Thus, they will have to divide 
their copper between the U.S. and 
Sweden, Switzerland, Norway, Czecho- 
slovakia, Brazil, Argentina and other old 
customers. 

British, French and Belgian needs for 
copper are taken care of by Rhodesian, 
Canadian and Congo production. But 
other countries are to feel the full brunt of 
competing, dollar for dollar, with the 
U.S. for copper in world markets. This 
means copper prices are likely to remain 
high for some time to come. 
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SHORTAGE OF BOXCARS 
CURBS WORLD TRADE 


Business planning is upset almost 
everywhere by lack of carriers. 
No immediate relief is in sight 


A shortage of boxcars now is up- 
setting business calculations all around 
the world. 

The delay in transporting goods 
by railway is throwing production sched- 
ules off balance, helping ‘to drive prices 
upward in some instances and tending to 
hold back international trade. 

No quick remedy is in sight. Most rail- 
ways entered the war period with obso- 
lete rolling stock. Car building got off 
to a slow start after the war, and the 
output now is insufficient to meet the 
needs of railroads almost everywhere. 
@ In broad terms, the lack of an ade- 
quate number of freight cars is influenc- 
ing such varied things as France's recov- 
ery, Britain’s export program and the 
price of grains in the U.S. 

@ In specific terms, the shortage of 
rolling stock, country by country, shows: 

The U.S. is losing about 1,000,000 
tons of coal production weekly because 
coal cars are not available. The price of 
wheat at Chicago has been driven up 
because the grain could not be moved 
from farms to elevators in time. Goods are 
moving to the coasts as fast as ports can 
handle them, but later on exports may 
suffer if the car shortage causes breaks in 
production. 

Other countries will not be able to buy 
more freight cars in the U.S. after a 
backlog of orders for France, Cuba and 
Portugal has been filled. U.S. railroads 
need 10,000 new cars a month, and that 
rate of production will not be attained 
before July. Production now runs at about 
3,000 monthly. 

Canada needs 20,000 boxcars. Grain 
exports to Europe are assured by special 
car allocations, but shipments of news- 
print to the U.S. and the domestic dis- 
tribution of lumber, chemicals, fertilizer 
and automobiles is being delayed. New 
boxcars will not be delivered before the 
end of 1947 because of a steel scarcity. 

British railways, before the recent 
transportation shutdown, were carrying a 


load 40 per cent above prewar with 11 
per cent fewer freight cars, a fifth of them 
ready for the junk heap. Despite the situ- 
ation at home, British car builders were 
exporting 40 per cent of their small pro- 
duction. Now, because of the lack of 
steel, builders are declining to accept new 
orders until the middle of 1948. 

Western and Central Europe have to 
get along with 25 per cent fewer freight 
cars than before the war. Building of 
new cars has hardly begun. Normal sup- 
ply lines are interrupted, resulting in 
longer hauls. Time is lost in the returning 
of cars in international traffic. Worn-out 
equipment slows freight movements, and 
repairs are delayed by the shortage of 
parts. 

France has one-third fewer freight cars 
in operation than before the war. 

The Netherlands is diverting traffic to 
trucks because freight cars in operating 
condition are 34 per cent below normal. 
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WHERE FREIGHT ACCUMULATES AND TRADE DECAYS 


Belgium’s boxcar fleet has been reduced 
by 22 per cent. 

Italy is considering an embargo on 
short-distance traffic because of the lack 
of usable cars. The countrys rolling 
stock has been reduced by 26 per cent. 
In Czechoslovakia, foodstuffs get first 
preference on the rails, but industrial 
traffic is impaired because the country 
can meet only 60 per cent of her car 
requirements. 

Western Germany has had to cut down 
on all essential traffic except the move- 
ment of coal. The Continent’s greatest 
car-building industry, that of Germany, 
is shut down. 

The Scandinavian countries are the 

only ones in Europe which have more 
freight cars in operation now than they 
had before the war. That is the only 
section with no serious traffic problems 
at hand. 
@ The end of the world-wide shortage 
of freight cars is not in sight now. It will 
take several years, at best. Europe prob- 
ably will have to rebuild her rolling stock 
in her own plants. An idea of how long 
that will take comes from the fact that 
France, for example, is producing now 
at the rate of 150 cars monthly. The 
shortage for Western and Central Europe 
alone is estimated at 400,000 cars. Latin 
America will have difficulty getting rolling 
stock from the outside world. Asia will 
get only what India and Japan may be 
able to supply. 

All around, the present shortage of 
cars will act as a damper on the expansion 
of production and trade for many months 
to come. 
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: — Association of American Railroads 


Prospects are slim for freight cars to keep the world’s business rolling smoothly 
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“AFICIADO ALA 
RNACIONAL COM 


—Nauricio Fresco 
MEXICAN COMMUNISTS probably number 25,000. Real leftist strength is in 
the 1,000,000 members of the Confederation of Mexican Workers. Few of them are 
Communists, but their leaders follow the party line on international issues. 
Throughout Latin America, fellow travelers provide the bulk of Communist support. 
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RIVALRY FOR LATIN AMERICA 


Russia and the United States are bidding against each other in Latin America. 
One of the two will provide the model for future political development there. 
Shrewd leadership of fellow-traveling groups often delivers a Communist vote far 
exceeding the party’s strength. Democratic principles, which include defense of the 
right of Communists to preach their doctrines, make for short-term vulnerability but 
long-term stability and popular support. 

Most of the republics south of the Rio Grande are less than a generation removed 
from feudalism. Economically, they are just emerging from the colonial pattern of 
trading raw materials for manufactures, with most of the profit going to the other 
fellow. Socially, the great rural populations have had an uphill struggle against 
widespread poverty rooted in isolation, illiteracy and a handicraft technology. Po- 
litically, the tradition of revolution is stronger than the tradition of popular 
elections. 

Such a background provides a fertile field for totalitarian recruiting, and Com- 
munist leaders have cultivated it assiduously. The Photo Report presents some of 
the highlights of the ideological war. 
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TRUMAN GESTURE on recent vis- 
it to Mexico met an _ enthusiastic 
response from. Mexicans who have 
friendly feelings toward U.S. Rally- 





—European 
BRAZIL’S Luis Carlos Prestes heads 
a Communist Party of 130,000, Latin 
America’s largest. He studied com- 
munism at first hand in Russia. 


—International 
ing cry of “Yangui imperialism,” how- 
ever, still is a popular argument among 
those who regard the U.S. as a 
threat to Latin-American sovereignties. 


—International 
CHILE’S Carlos Contreras Labarca, 
an old-time Communist and the intel- 
lectual leader of the party, now 
is a member of the Chilean Cabinet. 


ra 


bad 


ae 
—Juan Guzman 


LEFTIST LEADERSHIP is held by Vicente Lombardo Toledano, former head of 
the Confederation of Mexican Workers, now head of the Confederation of Latin- 
American Workers. He claims to be a non-Communist, but has followed the party 
line. He campaigned for President Aleman, but their relations have cooled. 


4 —Press Association 
ARGENTINA’S Rodolfo Ghioldi, 
whose chief activity at present is as an 
editor and writer, was a founder of 
the Communist Party there in 1915. 


—European 
CUBA‘S Juan Marinello, president 
of the Communist Party, is a professor 
at the University of Havana. He 
is a member of the Cuban Senate. 
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COMMUNIST GAINS 


UNITED FRONT tactics brought rapid gains to Chile’s 
Communists. They threw their strength behind the leftist 
coalition candidate, Gabriel Gonzalez Videla, in last Oc- 
tober’s presidential election. When Gonzalez won, he gave 







VOTING STRENGTH has been effectively demonstrated 
by Brazil’s Communists. They put up their own candidates 
in the State elections held two months ago and supported 
them with an aggressive campaign of which this well- 
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—European 
three Cabinet posts to Communists. This victory celebration, 
staged by the three coalition parties, took on the aspect 
of political meetings in Russia when the Communists 
brought out heroic-sized posters of the winning candidates. 
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placarded bridge is an illustration. They erm a tenth 


of all the votes cast in the election. Their greatest 
Strength was in Sao Paulo where the candidate 
they were supporting won the election for governor. 


TRAINING GROUND in ideology is the role reputedly 
assigned to Cuba in the Communist scheme of things for 
Latin America, and Cuban. Communist publications are 
widely circulated. The party gained influence in the Gov- 


“PRACTICAL REALISM” governs Communist policy 
in Argentina. As long as Russia and the Perén regime re- 
fused recognition to each other, Argentine Communists 
were violently opposed to the Government. When Peron re- 


—Acme 
ernment when President Ramon Grau San Martin, elected 
as an anti-Communist, made a deal to gain the party’s sup- 
port for his Administration. The resulting alliance has 
now been reported to have reached the breaking point. 


—International 
ceived this special mission from Russia last summer and the 
two countries established diplomatic relations, Communists 
in Argentina shifted their policy too. Now they explain 
that some Perén policies are worthy of their support. 
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—European 
URUGUAY stands high on the list of Latin-American 
countries in which democratic institutions are firmly estab- 
lished. Tomas Berreta, who was elected President last 
November, is shown casting his ballot in that election. 





COLOMBIA, in an orderly election last summer, chose as 
President Mariano Ozpina Pérez, shown with U.S. Assist- 
ant Secretary of State Spruille Braden. His election was 
a setback for the strong leftist groups in Colombia. 
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—Acme 
BOLIVIA, despite last July’s revolution, which ended in 
the hanging of President Gualberto Villarroel from a lamp 
post, has made gains in democratic procedures. The 
subsequent election, though hard fought, was orderly. 





—International 


VENEZUELA has made forward strides since the 1945 
revolution, which placed Romulo Betancourt in power. He 
is shown flanked by his Ministers of Defense and Labor. 
A constitutional assembly was elected in October. 








Reg. Appa. for U, 8. Pat. Of, 


i tee u. S. is sending a champion of pri- 
vate enterprise to Socialist Britain. 
But the new Ambassador, Lewis W. 
Douglas, also is a champion of the idea 
that Britain is his country’s first line of 
defense in the economics of peace as in 
the strategy of war. 

Douglas feels that Britain’s way out of 
her current crisis lies through the coal 
mines and railroads of Britain herself. He 
believes that events on Capitol Hill in 
Washington, where the U.S. Congress 
is to decide how many of Britain's world 
commitments are to be taken over by the 
U. S., may make or break Britain. 

Thus, the post of U.S. Ambassador to 

London calls for accurate reporting in 
two directions. Douglas must tell the U. S. 
of Britain’s problems; he must tell Brit- 
ain how much and how little the U.S. 
can help. 
@ Job for the man chosen by President 
Truman to go to London is one for bank- 
ers rather than diplomats. The President's 
first choice was O. Max Gardner, banker 
and former Assistant Secretary of the 
Treasury. When Gardner died in New 
York on his way to London, Douglas, 
insurance executive and former Director 
of the Budget, agreed to succeed him. 

Douglas is to report to Washington on 
Britain as a banker reports to his board 
of directors on a customer who has a big 
loan from the bank and is fighting hard 
to keep out of the bankruptcy court. 

Britain already owes the U. S. $3,750,- 
000,000 on a loan made last year. Britain 
at that time owed other countries the 
equivalent of $15,000,000,000 in pounds. 
These pounds were “frozen”; they could 
not be exchanged between one country 
and another. 

To get the U.S. loan, Britain promised 
she would pay for all purchases after July 
15 in “free” pounds which could be ex- 
changed for other currencies. Pounds now 
are “free” in transactions between Britain, 
Argentina, Canada, Belgium, Holland and 
Portugal. Britain’s plan was to enlarge this 
group by July 15 to take in all creditors. 

To improve the business behind these 
commitments, Britain planned to push 
her exports up to 140 per cent of 1938 
within the current year. By the end of 
1946, exports already had risen over the 
1938 level. Then came the blizzards that 
crippled transportation and forced Brit- 
ish industry, whose coal stocks already 
were below the danger mark, to close for 
weeks. The gains of 1946 production 
were lost. 

The economic crisis thus rising has 
forced Britain to tell the U.S. she could 
no longer keep up her commitments in 


DOUGLAS: New U.S. Diplomat 
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FRIENDLY EYE ON BRITAIN 
The stiff collar sets his style 


Greece and Turkey. There is more than 
a chance that, if Britain loses still more 
ground in recovery, she may be forced to 
give up other world commitments, may 
need more help. 

It is up to Douglas to watch closely the 
trends in Britain; to report with a bank- 
ers eye for weaknesses in the economic 
structure; to call the turns as they come; 
in short, to tell Washington if Britain can 
make it. 

. To the British, Douglas must interpret 
the complex procedure behind U. S. inter- 
national policy, frequently bewildering to 
Britons. He must do what he can to take 
the sting out of congressional “No’s” to 
British requests; he must watch out for 
Labor Party rebels who feel that Britain 
already is a U. S. satellite. 

@ Man for the job of U.S. Ambassador 
to Britain, therefore, must have a bank- 
ers judgment, a diplomat’s charm and a 
wide knowledge of Britain. Douglas 
scores on all counts. 

But for his father’s love for the daugh- 
ter of an Arizona miner who objected to 
“foreigners,” Douglas might have been a 
British subject. Grandfather Douglas was 
a Scotch professor of geology who made 
a fortune in Arizona copper but remained 
so British that his wife was sent to Canada 
to bear their two sons. 

Father Douglas became American to 
remove the barrier to his marriage. Lewis 
Douglas thus became the American heir 
to an American fortune. He went East to 
study at Amherst and Massachusetts In- 
stitute of Technology. He was cited for 





heroism as a lieutenant with the U.S. 
Army in World War I. 

Between the wars, Douglas, though 
trained as a mining engineer, veered to- 
ward business and government. Arizona 
sent him to the House of Representatives 
in 1927. He quit the House seven years 
later to become Franklin D. Roosevelt's 
first Director of the Budget. 

Douglas, for a time, was a member of 
the White House “inner circle” of friends. 
But Roosevelt believed in spending; his 
Budget Director believed in saving. 
Within 18 months, Douglas resigned. 

Following his break with the New Deal. 
Douglas stepped into a vice presidency 
of a U.S. chemical company. His prestige 
with big business was great. His stiff 
white collars and dark business suits. 
the heavy gold watch chain looped across 
his vest, seemed in character with his 
defense of private enterprise, his close 
association with the largest firms in the 
canyons of Wall Street. 

But Douglas was restless, less inter- 

ested in business than in the problems of 
government's relationship to business and 
the threat of war rising in Europe. When 
McGill University at Montreal, seeking 
a management-wise executive, offered to 
make Douglas its principal and vice chan- 
cellor in 1938, he quit business. 
@ Douglas’ decision on the importance 
of Britain to the U.S. was made before 
war began in Europe. But sympathies 
turned to action as the war developed. 
Though still in disagreement with Roose- 
velt on domestic policy, Douglas became 
a powerful advocate of the Administra- 
tion’s world policy. 

He quit McGill in 1940 to become 
president of a life insurance company. 
He saw little of his Arizona ranch, little 
of his wife and three children. All his 
spare time went into an unpaid job as 
chairman of the policy committee of the 
Committee to Defend America by Aiding 
the Allies. 

Roosevelt failed to forgive many a 
Democrat who backed his Republican 
opponents in 1936 and 1940. But Doug- 
las, the man who organized independent 
Democrats for Wendell Willkie and who 
led men prudent with dollars against New 
Deal spending, was well received in the 
White House. The President's booming 
charm met Douglas’ quiet charm on 
grounds common to them both. Douglas 
went to Britain as expediter of Lend- 
Lease arms, equipment and food and 
came back to be Deputy Administrator of 
the War Shipping Administration. 

At the wars end, President Truman 
sought to win Douglas’ help in a fusion of 
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New Deal and anti-New Deal Democrats. 
Despite bitter opposition from former 
Secretary of the Treasury, Henry Morgen- 
thau, who said Douglas wanted “to hand 
control of international finance to Wall 
Street,” he was offered the presidency of 
the World Bank. Douglas refused. 

The call to Britain attracted Douglas 
much more. 

“The peace of Europe today is being 
maintained, not by respect for treaties, 
not by the force of reason, not by a bal- 
ance of power, but by what may be called 
a balance of weakness. . . . A serious 


economic depression in the democracies 
of the world will certainly accentuate the 
intensity of the controversy between the 
civilization in which men’s spirit has 
been liberated and the civilization in 
which it has been imprisoned.” 

Douglas was thinking of Germany 
when he said this in 1938. In 1947, with 
the controversy lying between the U. S., 


_ on the one hand, and Russia, on the other, 


Douglas seeks to do what he can to help 
Britain find a way out, thus avoiding the 
economic depression that he feels sure 
would hit the U. S., too. 


HORNER: Britain’s Coal Expediter 


FEW YEARS AGO most Britons would 

have laughed incredulously if they 
had been told that in 1947 the fate of 
Britain as a world power would be 
greatly influenced by Arthur Lewis 
Horner. 

A Communist, an alumnus of several 
British jails, a pilgrim who has journeyed 
nine times to Moscow to renew his faith, 
Horner seemed hardly the type to help 
keep Brittania ruling the waves. 

Yet this year of crisis has made Horner 

one of the most powerful men in Britain. 
The reason for his unique position is 
summed up in the one word—coal. Horner 
is general secretary of the National 
Union of Mineworkers. The Labor Gov- 
ernment has named him Coal Production 
Director, with sweeping powers to im- 
prove conditions in the nationalized mines 
in an effort to get more fuel out of the 
ground. To survive as a world power, 
Britain needs more coal. And, to get more 
coal, Britain needs Horner. It is as simple 
as that. 
@ Miners’ charter. Horner argues that, 
to get more coal, Britain must make 
mining more attractive to British work- 
ingmen. He opposes importing displaced 
persons from Germany and Austria, ex- 
cept as a temporary expedient. The only 
way to get more workers into the mines, 
he says, is to put into effect the Miners’ 
Charter that his union advocates. This 
provides for a statutory seven-hour day 
and five-day week for miners, moderniza- 
tion and mechanization of the mines, 
paid vacations, pensions for aged miners, 
improved sanitation, new mining towns 
and careful training of youths who enter 
the mines. 

Horner’s influence with British miners 
is not unlike that of John L. Lewis among 
American miners. Like the American 
union leader, Horner is a Welshman who 
entered the mines as a youth, learned by 
experience the hard life of the men who 
dig coal, got a chance at higher educa- 
tion and then used his talents to improve 
the lot of his fellow miners. 

@ Coal and rebellion. Coal mining is 
Horner’s heritage. His grandfather was 
killed in a pit explosion, one uncle broke 
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his back and another developed eye 
trouble in the mines. The union leader 
was born 53 years ago in the Rhondda 
Valley where coal grime paints its drab- 
ness on the landscape, on the huddled 
miners’ shacks and on the very hearts of 
the people whose lives depend on coal. 

He started work at the age of 8, doing 
odd jobs. For a while he was a boy 
preacher and spent a year in a Baptist 
college in Birmingham, but returned to 
the mining country when his money ran 
out. He entered the mines when he was 
15, acquiring a taste for chain smoking 
and for socialism, then the prevailing 
doctrine in the mining towns. 

A streak of rebellion runs deep in 
Arthur Horner. In 1917, he went to Ire- 
land under an assumed name to help the 
Irish Citizens Army. On his return he was 
jailed for refusing to wear the British 
uniform in a war he despised as “capital- 
ist trickery.” Released after six months, 
he soon was jailed again for campaigning 
against sending British soldiers to fight 
communism in Russia. This time the 
sentence was two years at hard labor. He 
was still in prison when the miners at 
Mardy elected him their checkweigher. 

Horner even rebelled from socialism. 
In 1920, he joined the Communist Party, 
and since 1923 has been a member of its 
national executive board. Today he is 
Britain's No. 2 Communist, second only 
to Harry Pollitt. 

Jail claimed Horner again in 1921 and 
in 1926 for his role in miners’ strikes. 

Throughout these stormy years, Horner 
has held the trust of his miners. From 
checkweighman he advanced to presi- 
dency of the South Wales Miners’ Union, 
a post he still holds. As a member of the 
executive board of the Miners’ Federa- 
tion, he campaigned for a single miners’ 
union. His reward was election last Au- 
gust as general secretary of the National 
Union. 

@ Admires U.S. methods. Attending a 
convention of the American Federation 
of Labor in 1945, Horner met John L. 
Lewis and learned something of Ameri- 
can methods of mechanized mining. He 
is deeply impressed by the fact that in 





NO. 2 COMMUNIST 
A streak of rebellion runs deep 


the United Kingdom 700,000 men mine 
less than 200,000,000 tons of coal annu- 
ally, while in the U. S. 550,000 men pro- 
duce 620,000,000 tons in a year. 

Horner likes to consider himself a 
“Shoni from the hills,” a city term for 
mining valley boys. Just over five feet 
tall, his muscular build reflects years in 
the coal pits and past experience as a 
semiprofessional boxer. His horn-rimmed 
glasses, small eyes, unruly forelock and 
strong upper lip give him a facial resem- 
blance to Herbert Morrison, Britain’s 
Deputy Prime Minister. The father of 
three daughters, Horner lives with his 
wife, Elsie, in a four-bedroom home in 
the middle-class suburb of Rhiwbina in 
South Wales. His National Union job pays 
him $3,400 a year, and provides him with 
a house and free coal. 

Where coal is concerned, Horner 
speaks like a left-wing Colonel Blimp in 
his devotion to the national cause. 

“Let me assure all and sundry,” he 
says, “that the Communist Party and I 
will give the maximum support to the 
Coal Board and the Labor Government 
in the effort to ensure the production of 
sufficient coal from a man power whom 
it must be our bounden duty to serve and 
satisfy by raising the status of mine- 
workers and the mining community to a 
level which is in keeping with the services 
they render the British people.” 

@ A good gamble. Emanuel Shinwell, 
Britain's Minister of Fuel and Power, 
makes no excuses for having named 
Horner to direct coal production. He 
thinks the appointment was a_ good 
gamble and will pay off in higher output. 
Indeed, two top-flight Cabinet Ministers, 
Morrison and Ernest Bevin, confess to 
only one reservation about Arthur Lewis 
Horner. 

“We wish he were not a Communist,” 
is their only complaint. 





Vatican State lives in a relative oasis 


surrounded by hunger and cold of Italy 


VATICAN CITY 
TIONING IS WORKING much better in 
the Vatican State—an “island” sur- 
rounded by Rome—and her residents are 
faring considerably better than their hun- 
gry and cold neighbors. The Italian ra- 
tioning system leaves much to be desired 
and one actually can buy only a few food- 
stuffs with ration coupons. Most Romans 
are forced to pay outrageous prices on 
the black market. 

Inside Vatican City, however, the ra- 
tioning system in effect provides an equi- 
table distribution .of low-priced food, 
rents much less than those in Rome, 
clothing at a fair price and enough coal 
to keep warm. 

The Vatican, as an independent state, 
can and does import her own food and 
other supplies. Since the population num- 
bers only 760 citizens and approximately 
5,000 “dependents,” who are attached 
to Catholic Church offices or work in 
the Vatican State, the problems are a 
fraction of the gigantic job faced by the 
Italian Government in providing for its 
millions. 

The “dependents” are mainly members 
of the eccelesiastical college, diplomats, 
administration executives, servants and 
public-works employes, representative of 
a score of nationalities. Salaries and 
wages are above the scale paid in Rome 
or elsewhere in Italy. : 

Rent for Vatican citizens is something 
new. Before the war, all living facilities 
were free. Now residents have to pay a 
rent of 5 per cent of their salary, re- 
gardless of the size of the apartment. 
Electricity costs 500 lire a month and 
a telephone 300 lire a year. All the build- 
ings are heated. Formerly the heat was 
turned on November 1 and kept on 
through March. This year, because of coal 
shortages, residents had heat only from 
December 12 to the middle of February. 

All food is rationed and only citizens 
are eligible to draw rations. They get 
two ounces more bread a day than the 
Italians receive. Once a month, they also 
get a pound of sugar, four pounds of 
pasta, two pounds of rice and a quart 
of olive oil. When meat is available, citi- 
zens get 100 grams, or about 30 ounces, 
a week. 

This is a Spartan diet. But it appears 
fabulous to today’s Romans, who must go 


to the black market and pay exorbitant 
prices for food equivalent to rations in 
the Vatican State. Though Vatican prices 
have been less than Rome’s, winter short- 
ages are causing the former to increase. 

The Vatican “dependents,” most of 
whom reside in Rome, live like Romans. 
To tide them over the present situation, 
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however, their salaries are supplemented 
by a daily ration of a pound of bread 
(which costs 80 lire in Rome) and a 
quart of milk, which in Rome is reserved 
for babies and old people. 

In addition, the “dependents” receive 
food packages six times a year. Each con- 
tains 10 pounds of pasta, 6 pounds of 
flour, 4 pounds of powdered milk, 2 
pounds of coffee, 2 pounds of canned 
sardines and 4 pounds of vegetables. The 
food packages sell for 1,200 lire and 
will sell on the Rome black market— 
where some of them do end up—for over 
6,000 lire. . 

At intervals during the year, the Vati- 
can issues small amounts of clothing and 
shoes. The amount varies with the size 
of the stocks on hand. Now and then, 
the food rations for Vatican residents, 
too, are reduced because supplies have 
been sent to some locality where the 
people are near starvation. 

The Vatican imports supplies over her 
small railway and by trucks. Shipments 
sometimes overflow storage space. Re- 
cently, the underground passages be- 
neath the Sistine Chapel and the ancient 
prisons were filled with boxes of food 
and clothing. When Portugal sent a gift 
of several hundred barrels of salted fish, 
they were stored in the underground pas- 
sages. Visitors admiring Michelangelo's 
frescoes “thought” they smelled some- 
thing funny, but attributed the odor to 
preservatives that had been applied to 
the masterpieces. J. M. 


Helping German girls gain normal lives 


is the goal of American women in Berlin 


BERLIN 
MERICAN women have been in Ger- 
many long enough to know that the 
future of Germany's young women is one 
of this faltering nation’s most critical 
problems. And so, WAC’s, civilian em- 
ployes and wives of U.S. Army officers 
and enlisted men are taking a hand in 
solving the problem along educational 
lines, hopeful that their humanitarian 
efforts will have important political and 
economic results that will benefit all. 
The work started last year when Julia 
N. Curry, an American civilian employed 
by the State Department at Munich, had 
an idea. A welfare worker at home, she 
had been looking for some way to help 
German girls. Chance passing of an 


abandoned Nazi barracks gave her the 
idea for a practical project. 

Miss Curry went to work. She found 
people who could snip red tape, had the 
barracks moved to a suitable location, 
found furniture and inaugurated Friend- 
ship House. A score of American women 
joined her and now they meet regularly 
with German girls to discuss democracy 
and, specifically, the problems of young 
girls in a war-ravished land. 

A program is taking shape that aspires 
to obliterate the days of Nazidom and to 
help German girls in search of a stable 
and acceptable way of life. 

The German woman long has been 
considered by her menfolk as suitable 
only for Kirche, Kinder and Kiiche 
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(church, children and cooking). The 
Nazis put the emphasis on more children 
for der Fiihrer, legitimate or otherwise, 
and during the war there were nation- 
wide campaigns for young women to 
provide more and more children for 
German man power. 

The influx of foreign workers, mixing 
with German women pressed into war 
production work; the terror of the bomb- 
ings that led many to hysterical living for 
the few hours they felt might be left; 
and the lack of food which led to “choco- 
late-bar fraternization” when occupation 
troops arrived, all helped make the prob- 
lem one of Germany's worst. 

Today there are thousands of homeless 
German girls wandering through the 
countryside. Some are searching for their 
families. Some have become camp fol- 
lowers, loitering around Army camps in 
search of food. By twos and threes and 
fours, they drift from city to city from 
zone to zone. 

There are hundreds of other girls of 
good families who want to find some way 
back to a healthy and normal life; who 
want companionship, advice and techni- 
cal instruction so that they can earn a 
decent living. 

The American Military Government 
considers it good occupation policy to 
help. While the Army is making facilities 
available, a strong effort is made to avoid 
the impression that this is a “youth move- 
ment.” The Army sees itself as assisting 
the Y.W.C.A., the Girl Scouts, the inter- 


national youth hos- 
telry movement and 


There is no intention 
of duplicating the 
Russian zone’s over- 
all “youth move- 
ment.” 

Dr. Elizabeth P. 
Lam, a_ Virginian, 
formerly at Western Reserve University 
and dean of women at California’s Occi- 
dental College and now a specialist for 
girls’ activities in Military Government, 
is chief adviser for the program. The task 
ahead, as she sees it, is to help young 
women find a personal philosophy to 
carry them through their difficulties, to 
assist with vocational guidance and to 
enable them to assume normal roles in 
the life of their communities. 

The Military Government’s education 
and religious affairs section has over 1,000 
persons supervising and running clubs 
(until now mostly for boys) for 720,000 
German juniors in the American zone. 

Dr. Lam is relying on the American 
wives here for extensive help, and these 
wives are organizing enthusiastically. 
Courses in English, in sewing and in 
stenography will be given. Discussion 
groups will be brought together. Social 
evenings are planned. 

American women in Munich, Frankfurt 
and other cities are duplicating the Berlin 
organization. Educated German women 
are offering assistance. To insure that the 
work continues when the occupation ends, 
much attention is given to having Ger- 
mans train their own leaders. 

Everyone seems to agree that provid- 
ing a fresh start for Germany’s young 
women is necessary if a democratic and 
peaceful Germany is to arise from today’s 
ruins. The American women here are 
trying to give them that new chapter in 
their lives. T. H. 


Argentina’s First Lady runs a newspaper 


dedicated to interests of President Peron 


BUENOS AIRES 
M*: ELEANOR ROOSEVELT started writ- 
ing a column for the newspapers 
when she still occupied the White House, 
but Argentina’s First Lady has gone her 
one better. Senora Maria Eva Duarte de 
Peron, who refers to herself in public 
speeches as “Evita,” has bought and 
now publishes her own newspaper, De- 
mocracia. 

The First Lady of the Argentine has 
often shocked tradition-bound high so- 
ciety of her country with her active in- 
terest in political and labor affairs, but 
by now they are becoming reconciled. 

Senora de Perén isn’t openly running 
Democracia yet. Sale of the year-old 
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daily never has been officially announced, 
though gossip has spread like a pampas 
fire all over Buenos Aires. For political 
reasons, the Senora’s connection with the 
newspaper has not been mentioned as 
yet in Government circles. 

It's no secret, however, that Senora 
de Perén, from her fourth-floor head- 
quarters in Argentinas General Post 
Office, telephones the day’s orders to her 
director, Aristides Zurita, formerly pub- 
lisher of a small legislative pamphlet. 

The story of how Evita Perén bought 
Democracia goes back many months. 
This newspaper, which has the most mod- 
ern and up-to-date printing plant in Ar- 
gentina, was established in 1945 as a 


other organizations. 





“democratic, liberal, anti-Fascist” daily 
supporting General Peroén. At home and 
abroad, Perdén’s enemies had labeled him 
pro-Nazi. His followers were anxious 
to disprove the allegations. 

Democracia represented one such 
move. From the first, it was strongly pro- 
Allied, when other Perdnista newspapers 
were neutral or pro-Axis. It violently at- 
tacked Spain’s Generalissimo Franco. It 
denounced antisemitism. Sometimes it 
even criticized people in Perén’s circle, 
like Miguel Miranda, President of the 
Central Bank. But always it was frankly 
Officialista—devoutly in support of Peron. 

The newspaper's plant was built for a 
morning daily, El Sol, which subsequently 
was sold to Antonio Manuel Molinari. 
Molinari started Democracia, emphasiz- 
ing in his new tabloid a campaign to 
parcel large estates among poor farmers 
and tenants. 

Democracia was not a howling success 
and the plant eventually was sold to Lau- 
taro Duranona, publisher of the national- 
ist daily La Tribuna. On January 13, 
1947, Senora de Perén bought the name 
and good will of the newspaper for 
$10,000. 

Immediately, the face of Democracia 
changed. It became a 12-page, 8-column 
newspaper instead of a tabloid. And, al- 
though there was no mention of the new 
publisher, a rash of special articles about 
Senora de Perén began to appear ac- 
companied by as many as three or four 
photographs of the First Lady in one 
issue. 

There is still an anti-Peron press left in 
Buenos Aires—La Prensa, La Nacion, El 
Mundo, Clarin and the Communist daily, 
La Hora, and several weekly periodicals. 

The pro-Peron newspapers include El 
Lider, unofficially run by Minister of the 
Interior Borlenghi; El Laborista, unoff- 
cially run by Governor Mercante of 
Buenos Aires Province; La Tribuna, right- 
wing: nationalist daily; El Pueblo, Cath- 
olic daily; La Epoca, La Razon, Noticias 
Graficas and Critica. 

Democracia is expected to be loyally 
pro-Peron. B. S. R. 
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The Greek situation, stripped of political considerations, looks like this: 

The Greeks get more food than the Italians, Austrians, Poles, Germans and 
others in Central Europe. UNRRA contributions, totaling $360,000,000, have been 
poured into Greece. But distribution of food and supplies leaves a good deal to 
be desired. Official corruption is said to be widespread. The Greek food situation 
may deteriorate after midyear; that's likely to be general throughout Europe. 

How desperate then is the plight of the Greeks? 

In August 1946, a Greek mission said the nation was hanging on the ropes, 
asked the U.S. Export-Import Bank for $150,000,000 for reconstruction. 

. Again, last December, the Greek Premier asked the U.S. for $200,000,000. 

On neither occasion did the U.S. Government think the situation was so des- 
perate that help of that magnitude had to be given. The Greeks encountered 
trouble in Washington. For one thing, they never presented any co-ordinated 
plan for reconstruction of war damage, for getting out of receivership. There 
just wasn't any planning in Greece. There still isn't. 

The U.S. Export-Import Bank will not loan more money to Greece. The Bank's 
loan of $25,000,000 granted to Greece in January 1946 has been kicking around ever 
Since. Only in the last month have the Greeks placed large orders for equipment 
and machinery authorized by the loan. Even now, these orders total only $10,000,000. 

Likewise, the Greeks have not fully utilized lines of credit totaling almost 
$100,000,000 for buying U.S. surplus property abroad and for buying U.S. ships. 

What Greece wants now is technical help, U.S. "know-how." 

The upshot is that, if further large sums are to be expended to support the 
Greek Government, complete supervision of the manner of spending and complete 
planning of the country’s economy for a period of years will be necessary. 
That's a tall order involving far-reaching political decisions for the U.S. 


























A new U.S. policy of supporting tottering regimes has the broadest implica- 
tions. If the U.S. is to move in whenever there is a threat that Communists may 
take over in some country, U.S. relief expenditures for fiscal 1948 will come to 
much more than the approximate $1,000,000,000 now in the budget. 

A number of countries both east and west of Greece might need attention, 

Under the circumstances, Republicans in the U.S. Congress are going to want 
to know more about the new policy, what it will cost, what it will achieve. 

A shift of overseas commitments from Britain's shoulders to the U.S., as in 








the case of Greece, really amounts to an increase in the British loan, an indi- 
rect means of Britain meeting more of her home needs with loan dollars. 
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WORLD COMMERCE AND INDUSTRY=-- (Continued) 


One source of reconstruction loans to other countries is now cloSedeeeee 

The U.S. Export-Import Bank is to forego these reconstruction loans, is to 
revert to its original practice of making small development loans and particu- 
larly extending credits leading to stimulation of U.S. imports. 

Most new loans probably will be made in Latin America. Mexico is a likely 
prospect for a new loan; she needs to build up more export industries. 

_ The Export-Import Bank has about -§325,000,000 in uncommitted funds, outside 

of the $500,000,000 earmarked for China. By the end of the year,. repayments and 
cancellations will give the Bank another $200,000,000. 











War-damaged countries, such as Greece, seeking reconstruction loans now 
will have to turn to the U.S. Congress or the World Bank for accommodation. 

Loan policies of the World Bank under John J. McCloy will be conservative. 

As it looks now, early loans by the World Bank will be of two types. 

First, there will be installment loans to finance national reconstruction 
plans for, say, a year at a time. France's Monnet Plan will be handled in this 
way. Work on facilities for expanding production of steel, coal, electric power 
and so forth will be started at once and simultaneously. 

Soon, France will get about $200,000,000 from the World Bank for this work. 
Later she will get another sizable amount to continue the work. 

The second type of loan will be the project loan for a more limited purpose. 

Take Poland as an example. Poland has applied to the World Bank for $600,- 
000,000 to finance her four-year plan of reconstruction. This sum is far more 
than the Bank can loan to any country at the present time. 

Besides, the Bank's directors may not wish to put so much into Poland until 
the political atmosphere becomes clearer. | 

But_ integral parts of the Polish reconstruction plan might be financed if 
prospects for repayment were proved to be good. 

Thus, the Bank might decide to give Poland a short-term loan to re-equip 
and mechanize her coal mines. Wide coal seams make mechanization feasible. 

Doubling Polish coal production would not be much of a trick, given U.S. 
mining equipment. And the demand for more coal in Europe is enormous. 

Expansion of coal exports from Poland would produce more than enough ex- 
change with which to pay off the World Bank loan. 

Such project loans are possible in the case of Chile and Czechoslovakia, as 
well as Poland. This restricted type of loan will be convenient during the 
period before large flotations of World Bank securities. 























Production goals in Russia for 1947 show soft spots in their economny..... 

Coal and oil output must be raised about one sixth. At present, Russia is 
self-sufficient in neither fuel. Expansion of fuel production gets the first 
priority as it does in Britain, France, Germany, Belgium, Holland. 

Clothing production must be raised 50 per cent and food 37 per cent. Con- 
struction of housing is to be doubled. More consumer goods may stem flagging 
productivity of workers--a growing worry of Russian leaders during 1946. 

Biggest increases in output are slated for these lines: turbines, locomo- 
tives, agricultural machinery, passenger cars, trucks. Apparently it was in 
these industries that production lagged most during 1946. 

The general impression is that Russia is wrestling with precisely the same 
problems and bottlenecks as the rest of industrial Europe. 
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ATOM CONTROL: SOVIET VIEWS 


Delegate Gromyko denounces U. S. plan in U. N. Council 


(The likelihood of an agreement between the U. S. and 
Russia on international control of the atom has been 
pushed farther into the backzround by a speech delivered 
to the United Nations Security Council on March 5, 1947, 
by Russia’s Andrei A. Gromyko. Following are pertinent 
excerpts from that address in which Gromyko firmly op- 
poses international management of atomic production 
plants—a principal provision of the U. S. control plan.) 


ine DISCUSSION of the report of the Atomic Energy Com- 
mission in the Security Council was useful in the respect 
that the attitude of individual states became still clearer 
toward the questions on which there is no diflerence of opin- 
ion as well as toward the questions on which the agreement 
has still not been reached. 

At the same time, it is necessary to point out that no 
noticeable progress has yet been made in reaching an agree- 
ment on a number of importent questions of atomic energy 
control. The proposals submitted on these questions by the 
Soviet delegation so tar have not been subjected to a due con- 
sideration. .... 

In speaking about the important questions and proposals, 
I have in mind, first of all, the question of the conclusion of 
a convention for the prohibition of atomic and other major 
weapons of mass destruction, and the Soviet proposal on 
this subject. 

[Mr. Gromyko then quoted a Soviet amendment declaring 
that the Security Council recognizes that it is “urgent to con- 
sider draft conventions on the prohibition of atomic and 
other major weapons adaptable to mass destruction.” | 

The Soviet delegation on the Atomic Energy Commission 
already drew the attention to the necessity of solving these 
tasks as far back as in June 1946, when the Commission was 
just beginning its work. Unfortunately, it is necessary to state 
that the solution of this task is still being delayed under 
various pretexts having nothing in common with the real in- 
terests and purposes of the United Nations. 

We are still being told that atomic weapons cannot be 
prohibited until the Soviet Union accepts the American pro- 
posals on the question of the control of atomic energy. Such 
a posing of the question, at the basis of which lies a desire to 
dictate to other member states of the United Nations the 
terms which one country is trying to impose with the pur- 
pose of strengthening its monopoly position in the field of 
atomic energy, cannot conform with the interests of an urgent 
and successful solution of the problems on the establishment 
of atomic energy control. 

It is necessary to pay tribute to the frankness of the authors 
and advocates of such a plan who do not conceal that they 
identify the interests of the United Nations in this field with 
the interests of one country by subordinating the interests of 
other countries to the narrowly understood national interests 
of this one country. 

The statements of the American representatives in the 
Atomic Energy Commission and later in the Security Council 
and, in particular, the statements by Senator Austin, whom 
I greatly respect, on the readiness and willingness to estab- 
lish an internationa] control of atomic energy for ensuring its 
use only for peaceful purposes, and the American proposals 
themselves lead us away from the solution of the most 
important and urgent problems connected with the working 
out of the questions of control. 


The United States representatives decisively object to the 
conclusion of a convention on the prohibition of atomic 
weapons, though it is not difficult to understand that the 
urgent conclusion of this very convention is imperatively dic- 
tated by the whole situation. It is dictated by the nature of 
the atomic weapon itself as a weapon of aggression. It is dic- 
tated by the fact that at the present time atomic energy is 
still being used only for military purposes. 

It is dictated by the fact that there are no objectively exist- 
ing obstacles, especially in the light of the available historical 
examples of the prohibition of poisonous and suffocating gases, 
analogous liquids and bacteriological means of warfare. 

The only obstacle for the conclusion of such a convention is 
the desire of one country to impose its will in questions of 
atomic energy on other countries, regardless of their legitimate 
interests. 

Is it possible to consider that the way outlined in the 
American proposals will lead us to a successful soluiion of the 
problem of atomic energy control to ensure its use only for 
peaceful purposes? No, this cannot be said. 

Without the conclusion of a convention on the prohibition 
of atomic weapons one cannot speak seriously about rigid 
international control for the establishment of which the 
Soviet Union stood and is standing now. Without the conclu- 
sion of such a convention it will be difficult, if not impossible. 
to solve the problem of the establishment of such a rigid 
control. 

The prohibition of atomic weapons as well as all other 
weapons of mass destruction should constitute by itself the 
first important stage in the fulfillment of the General Assembly 
decision mentioned above. It would correspond to the funda- 
mental interests of all peace-loving peoples. 

The necessity of an urgent solution of the problem of the 
prohibition of atomic weapons which are the weapons of 
aggression and constitute a threat, first of all, to the civilian 
population, is also dictated by the ancient traditions of man- 
kind, proving to us that even at early stages of the develop- 
ment of civilization, certain moral norms had been already 
formed according to which it was considered a crime to 
exterminate a peaceful population in war. For centuries the 
following saying, “May the blood of women, children and old 
men not stain your victory,” was popular among many peoples. 
Not a few instructive examples can be found in the history of 
the Middle Ages. 

Let us hope that our organization of the United Nations 
created in the 20th century will successfully compete in this 
respect with the morals of the ancients and the Middle 
ee 

In my statement of February 14 of this year, I already drew 
the attention of the Security Council to the fact that the 
conclusion of a convention on the prohibition of atomic 
weapons would not mean that the working out of other 
questions, including that of inspection, should not be con- 
tinued. However, the consideration of all the questions re- 
lated to the establishments of atomic energy control will 
inevitably require some time, and, in view of this, the post- 
ponement of the conclusion of a convention on the prohibition 
of atomic weapons cannot be justified. 

The conclusion of such a convention, besides the fact that 
it should represent a concrete and practical step toward the 
fulfillment of the General Assembly decision of Dec. 14, 1946, 
would create more favorable conditions for the solution of 
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other questions following from the General Assembly resolu- 
tion, to say nothing of the fact that the conclusion of such a 
convention would contribute to the strengthening of the 
mutual confidence among the member states of the United 
Nations and to the strengthening of the authority of our 
organization. .... 

There are other important questions on which it is necessary 
to reach an agreement in connection with the consideration of 
the whole problem of the establishment of the control of 
atomic energy. .... It is necessary to have a definite and clear 
idea as to how to understand the control itself and some of its 
important aspects. It is necessary for us to come to under- 
standing on this question as up to now the authors of certain 
proposals interpret the international control in a rather pecu- 
liar way. 

The Soviet delegation deems it necessary to- recall that 
the position of the Soviet Government on the question of the 
international control of atomic energy was clearly expressed 
by Generalissimo Stalin. Answering the corresponding ques- 
tion of Mr. Hugh Baillie, president of the American agency 
of the United Press, Generalissimo Stalin stated on Oct. 23, 
1946, that “a strict international control is necessary.” ... . 

At the last session of the General Assembly, the Soviet 
delegation, in the person of its head, Minister for Foreign 
Affairs of the U.S. S. R., V. M. Molotov, and later the Soviet 
representative on the Atomic Energy Commission and on the 
Security Council have also clarified the position of the 
U.S.S.R. on questions of inspection, without which, as is 
clear, no strict, effective and real international control is 
thinkable. 

Effective inspection is a necessary component part of the 
system of international control. I have considered it neces- 
sary to make this additional explanation, since the position 
of the Soviet Union on this question is often presented in 
the wrong light and sometimes even distorted outright. 

Sometimes one may hear statements that as if the Soviet 
Union were against strong international control and against 
effective inspection. Such statements have absolutely no 
basis and are evidently calculated to mislead public opinion 
as to the real position of the Soviet Union on this important 
question. 

One may ask, what is the difference between the position 
of the Soviet Union and the proposals submitted some time 
ago to the Atomic Energy Commission by the representative 
of the United States and laid down as a basis of the report 
of the Atomic Energy Commission, which is under our con- 
sideration? I have already pointed out one of the most im- 
portant differences while speaking about the necessity of an 
urgent conclusion of a convention for the prohibition of 
atomic weapons, which is not provided for by the American 
proposals. However, there is a difference in some other re- 
spects, and it is an essential difference. 

The position of the Soviet Union on the questions of the 
control of atomic energy and inspection is clear. Strict interna- 
tional control and inspection of atomic energy should be es- 
tablished. At the same time this strict international control 
and strict inspection should not develop into interference 
with those branches of industry which are not connected with 
the production of atomic energy. The international control of 
atomic energy should not deal with those questions which are 
not connected with atomic energy. 

The transformation of atomic energy control into an un- 
limited control would mean to reduce to an absurdity the 
very idea of control of atomic energy in order to prevent 
its use for military purposes. Unlimited control would mean 
an unlimited interference of the control and controlling organ 
(or organs) in the economic life of the countries on whose 
territories this control will be carried out, and interference 
in their internal affairs. This is not required of us by the ful- 
fillment of the tasks set forth by the United Nations in the 
field of atomic energy control and prohibition of atomic 
weapons. 
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Such a conception of the international control, as is pre- 
sented to us in the proposals of the United States, and which 
lies at the basis of the appropriate sections of the report of the 
Atomic Energy Commission may only complicate the entire 
matter of organizing the control and inspection, since, as I 
have already pointed out, it would mean a crude interference 
of the control organ in the internal affairs of states, in their 
economic life, which cannot be compatible with the basic prin- 
ciples of the United Nations. 

I draw your attention to the fact that many atomic scientists 
fully realize the defects of the proposals on granting to control 
organs the right of interference in the internal life and internal 
affairs of the nations. In this connection, the statement by the 
council of the British Atomic Scientists’ Association, published 
on Jan. 20, 1947, deserves serious attention. In this statement 
a number of provisions of the so-called Baruch Plan were 
subjected to criticism. In particular, the British scientists have 
revealed the defects on the proposal on inspection. 

As you see, the atomic scientists consider that the proposal 
on inspection, providing the control organs with excessively 
broad powers in the field of inspection, is one of the serious 
faults in the American plan. 

The United States proposals on control proceed from the 
erroneous premise that the interests of other states should be 
removed to the background during the exercise by the control 
organ of its control and inspectorial functions. Only by pro- 
ceeding from such fundamentally vicious premises was it 
possible to come to the conclusion contained in the proposals 
submitted to the Atomic Energy Commission by the United 
States representative on the necessity of transferring atomic 
enterprises to the possession of the international organ which 
is to be charged with responsibility for the realization of 
control. 

A proposal of this sort shows that the authors of the so- 
called Baruch Plan completely ignored national interests of 
other countries and proceed from the necessity of subordi- 
nating the interests of these countries to the interests actually 
of one country, that is, the United States of America. 

It is easy to understand that granting such rights to con- 
trol organs would mean a complete arbitrariness of these 
organs and, first of all, of those who would be in a position 
to command a majority in these organs. Granting such rights 
to the control organs would give an easy opportunity for in- 
terference in activities of the enterprises on the territory of 
one or another country without any grounds for such inter- 
ference. 

[Mr. Gromyko then quoted the following statement from 
a statement to the- Atomic Energy Commission on June 14, 
1946, by Bernard M. Baruch, the former United States rep- 
resentative: “The [atomic] authority should set up a thorough 
plan for control of the field of atomic energy, through various 
forms of ownership, dominion, licenses, operation, inspection, 
research and management by competent personnel.”] 

In the same statement of the United States representative, 
obviously for softening, it is stated that after an international 
control organ solves the tasks enumerated above in the field of 
ownership, dominion, licenses and so on... .. “There should 
be as little interference as may be with the economic plans 
and the present private, corporate and state relationships in 
the several countries involved.” 

Thus, interference of the control organ in the internal life 
of the country is definitely provided for. The reservation that 
in future there should be some limitation to this interference 
does not change the situation, since this is not the main 
point. 

The tasks: of the control organ which is entrusted with 
ownership, licensing and with a number of other functions 
are, as it were, identified with the tasks of international syn- 
dicates and trusts, the role and influence of which upon in- 
ternational relations and upon the economics of individual 
countries are well known. 


It was not for the creation of international syndicates. amd 





trusts, which would possess the establishments, located on 
the territory of individual countries, that the Atomic Energy 
Commission was .established. It was not for this that the 
General Assembly decided on Dec. 14, 1946, on the necessity 
of establishing atomic energy control and on prohibiting 
atomic weapons. It is time to understand that one cannot 
approach the solution of such questions, guided only by the 
interests of one country—it is necessary to take into considera- 
tion the legitimate interests of other countries as well. 

One cannot imagine such a situation in which a control 
organ would possess establishments in different countries, 
decide the questions whether to allow or not to allow the 


creation of such establishments on the territories of these or 


other countries and would have the exclusive right to carry 
on scientific research in the field of the production and use of 
atomic energy. 

It is impossible to imagine such a situation. Only people 
who have lost the sense of reality can seriously believe in the 
possibility of creating such arrangements... . . 

[Mr. Gromyko then gave the following quotation from 
Mr. Baruch’s statement last June that the control organ 
“should control and operate all plants, producing fissionable 
materials in dangerous quantities and must own and control 
the product of these plants.”] 

In this provision, the idea of the necessity of turning the 
control organ into a peculiar international trust is brought 
almost to its logical conclusion. It turns out that the control 
organ should also control and direct the work of all the 
plants and possess the product of these plants. 

It remains only to add to such a proposal the further 
suggestion that the international control organ should share 
profits of establishments under its management in accordance 
with the quantity of shares belonging to one or another 
country. Then the picture will be complete. 

The idea of granting to the international control organ the 
right to possess establishments, to permit or not to permit this 
or that country to construct establishments, the right to pos- 
sess the product of establishments, the exclusive right for 
scientific research, etc., contained in the proposals of the 
United States finds its reflection in the report of the Atomic 
Energy Commission as well, though in a somewhat veiled 


I draw attention especially to the fact that the Commission 
considers that management is the direct power and authority 
to take day-by-day decision governing operations as well as 
responsibility for planning. These are plainly elements of the 
right of ownership. | 

I draw the attention of the Security Council also to the 
fact that, according to the finding contained in the report, 
management is normally a prerogative of ownership. It is 
true that in the same part of the report it is stated that manage- 
ment “need not imply ownership.” However, these reserva- 
tions, which apparently have been inserted to soften the 
main thesis, do not change the meaning of this paragraph and 
of the idea expressed in it, which is thoroughly vicious and 
unacceptable. 

The thesis formulated in the above mentioned statement 
by the American representative at the first meeting of the 
Atomic Energy Commission is reproduced in essence in the 
report of the Atomic Energy Commission. ... . 

I have already pointed out that the proposal on granting 
to an international control organ the right to possess estab- 
lishments for the production of atomic energy and unlimited 
power to carry out other important functions connected with 
the ownership and management of the establishments and 
with the disposition of their production would lead to inter- 
ference by the control organ in the internal affairs and internal 
life of states and eventually would lead to arbitrary action 
by the control organ the solution of such problems as fall com- 
pletely within the domestic jurisdiction of a state. 

I deem it necessary to emphasize that granting broad rights 
and powers of such a kind to the control organ is incom- 


patible with the state sovereignty. Therefore, such proposals 
are unacceptable and must be rejected as unfounded. 

Various unconvincing arguments are cited to prove that 
allegedly only by granting such rights and powers to the con- 
trol organ is it possible to establish a system of international 
control. Thorough acquaintance with the above-mentioned 
proposals shows that this thesis, by references to control, only 
covers up a striving to obtain the right of interference in the 
economic life of countries as will be required by the interests 
even of the majority of the control organ. 

In speeches by representatives of some states in the Atomic 
Energy Commission and the Security Council as well as in 
speeches by numerous “experts,” who appeared recently ir 
great numbers, on the problems of international control of 
atomic energy, the question is very often asked: “How does 
the Soviet Union conceive the carrying out by the control 
organ of practical day-by-day activities and how shall this 
organ take decision relating to such day-by-day activities?” 

The position of the Soviet Union on this question has al- 
ready been stated more than once. If it is necessary, I am 
prepared to repeat that such an organ must have the right to 
take, in appropriate cases, decisions by majority vote. 

Does this mean, however, that it is possible by using ref- 
erences to international control to agree in reality to granting 
the right of interference in the economic life of a country 
even through the decision of the majority in the control 
organ? The Soviet Union does not wish and cannot allow 
such a situation. | 

The Soviet Union is aware that there will be a majority in 
the control organs which may take one-sided decisions, a 
majority on whose benevolent attitude toward the Soviet 
Union the Soviet people cannot count. Therefore, the Soviet 
Union, and probably not only the Soviet Union, cannot allow 
that the fate of its national economy be handed over to this 
organ. 

The correctness of such a conclusion is confirmed by his- 
torical experience, including the briet but very instructive ex- 
perience of the activities of the United Nations organs. The 
Soviet delegation does not doubt that all those who objec- 
tively appraise the situation will correctly understand the 
position of the Soviet Union on this question. 

Hence it follows that while creating an international organ 
of atomic energy and organizing inspection, it is necessary to 
have a strict regulation of rights and duties of the control 
organ, excluding arbitrariness and unlimited rights. Such reg- 
ulation cannot be an obstacle to the establishment of a strict 
and effective control, for carrying out strict and effective in- 
spection. Rather on the contrary! Strictly defined rights and 
functions of a control organ will allow it to exercise more pre- 
cisely and regularly its control and inspection functions. In 
such a situation, there will be no place for interference of con- 
trol organs in the economic life of a country. 

Strict regulation of powers and duties of a control organ 
should exclude the unlimited access for inspection purposes 
to all equipment and operations, an access which is now pro- 
vided for in the report of the Atomic Energy Commission, and 
should also exclude granting to inspection the right to shut 
down plants, to interfere with normal mining and milling 
operations and granting it the right of giving so-called 
licenses, that is, the permission to conduct definite activities 
on definite conditions, etc. Regulation of the activities 
of the control organs will exclude similar actions, which are 
described in such detail in the so-called first report on safe- 
guards, contained in the report of the Atomic Energy Com- 
mission. 

In reality to grant to the control organ unlimited rights and 
possession and management of the atomic establishmeres, 
cannot be looked upon as anything but an attempt by the 
United States.to secure for itself world monopoly in the field 
of atomic energy. This tendency has found its expression in 
the proposals submitted by the representative of the United 
States on the Atomic Energy Commission and later laid down 
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at the basis of the report of the Atomic Energy Com- 
mission. .... 

The adoption of such proposals, as well as the plan of the 
atomic energy control as a whole, submitted some time ago 
by the representative of the United States, is in contradiction 
with the basic economic and national interests of other states, 
for this plan is directed against their economic independence. 
It is directed against the independence of other states. The 
situation is not altered by the fact that such a proposal even 
finds support. | 

I have already had an opportunity to state the point of view 
of the Soviet delegation on the question of principle of unanim- 
ity of the five powers—permanent members of the Security 
Council, in connection with the discussion of the questions of 
the atomic energy control. The Soviet delegation considers 
that it will be impossible to reach an agreement on this ques- 
tion as long as the unacceptable proposal on the question ot 
the so-called “veto” is defended, since such a proposal is in 
contradiction with the principles of the United Nations. 

I have also pointed out that there seems to be no difference 
of opinion among us on the question of the necessity of 
punishing violators, and there was not any on this subject. 
All agree that certain sanction measures should be applied 
against violators, if their guilt is proved. There is a divergence 
of opinions as to how and who should take decisions on sanc- 
tions. Should such decisions be taken in accordance with the 
basic principles of the United Nations or in violation of these 
principles? 

The Soviet delegation considers that such decisions should 
be taken in strict conformity with the basic principles of our 
organization and should be taken by the organ which is 
charged with the primary responsibility for the maintenance of 
peace, that is, by the Security Council. The principle of 
unanimity of the five powers as such is not an obstacle to the 
effective control of atomic energy, no matter how someone 
tries to prove the opposite. 

It is sometimes said that the proposals on the “veto” ques- 
tion, contained in the American plan, did not touch the 
principle of unanimity of the five powers as such. Attempts 
are being made to prove this by the argument that the states 
themselves, according to the convention, should give up this 
right. Besides, it is pointed out that after an appropriate 
convention is concluded nobody should have the right of 
“veto,” which might hinder the realization of this convention. 

The same question remains as to whether the decisions 
on sanctions, after the conclusion of an appropriate conven- 
tion, are to be taken by the Security Council, in which the 
principle of unanimity operates or by the control organ in 
which nobody will have the right of “veto.” That is why the 
American proposals, in fact, affect the general question of 
the principle of unanimity in the Security Council. 

Since this is so, and since someone and, first of all, the 
representatives of the United States are trying to represent 
the situation in such a way that it appears as if the Soviet 
Union alone of the five powers is interested in preserving 
the right of “veto,” the Soviet delegation considers it neces- 
sary to touch this question once again. : 

The “veto” was established not on the initiative of the 
Soviet Union but on the initiative of the United States of 
America, in particular of the late President Roosevelt and 
also of the former Prime Minister of Great Britain, Mr. 
Churchill. Thus, the initiators of the “veto” were the United 
States and Great Britain. The Soviet Union supported the 
proposal of President Roosevelt because it considered that 
the principle of unanimity of great powers corresponds to 
the interests of the maintenance of peace. 

At the Dumbarton Oaks Conference, where for the first 
time the principal questions of the creation of the United 
Nations were subjected to thorough discussion, the principle 
of unanimity of five powers was supported by all the par- 
ticipants. At the Conference, not only there was no difference 
of opinion on this question, but in general no one of its 
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participants even dared to think that there might be some 
other solution of the question. 

This conference failed to reach a decision only on the 
question of the application of the principle of unanimity in 
cases when the Security Council takes decisions on matters 
in which one or more of the great powers are involved, in 
connection with peaceful settlement. At the Dumbarton 
Oaks Conference, final agreement on this question was not 
reached. 

However, the great powers—the initiators of the creation 
of the United Nations organization—even after the conference, 
continued to seek a voting formula satisfactory to all of 
them. The United States Government also continued such 
attempts. 

As a result, at the Crimea Conference in Yalta an ap- 
propriate formula was proposed by the late President Roose- 
velt, which was approved unanimously. I emphasize—that 
the proposed formula was unanimously approved by all the 
participants of the Crimea Conference and later at the San 
Francisco Conference it was included in the United Nations 
Charter as Article 27 of Chapter V. 

[Mr. Gromyko then read the statement by Edward R. 
Stettinius, United States representative at the San Francisco 
Conference, proposing the great powers voting formula 
which became Article 27 of the United Nations Charter. | 

I draw the attention of the Security Council particularly 
to the following provisioris of this document: 

(1) Paragraph 2 (a) of the section “The Analysis of the 
American Proposal.” The paragraph states that this proposal 
is in full conformity with the special responsibility of the 
great powers for the maintenance of peace, therefore it 
requires absolute unanimity of the permanent members of 
the Council on all the most important decisions, including 
all economic and military sanctions. 

(2) Paragraph 3 of the section “justification of American 
position,” the paragraph points out two important elements: 
(a) The necessity of unanimity among permanent members, 
and (b) the necessity of providing justice for all members 
of the organization and also to the conclusion stating that 
the American proposals give “reasonable and just solution” 
and combine successfully both of these important considera- 
tions. 

At the Crimea Conference during the discussion of this 
question and, in particular, of the above stated American 
proposal, the principle of “veto” as well as the American 
proposal were fully supported by Mr. Churchill . . . 

Generalissimo Stalin, the head of the Soviet delegation at 
the Crimea Conference, on behalf of the Soviet Union, agreed 
with the proposals of Roosevelt and Churchill, since the prin- 
ciple of unanimity of the great powers corresponds to the 
interests of co-operation among them and to the interests of 
maintenance of international peace. 

One may say: “That was the time of war and the signifi- 
cance of co-operation and of co-ordinated actions among the 
great powers was obvious, but at the present time the value 
of the principle of unanimity among the great powers is not 
so obvious.” 

But if the two years period passed since the Crimea Con- 
ference and the period of a year and a half passed since the 
San Francisco Conference and since the end of the war have 
brought for some people doubts on the soundness of this 
principle, then what is the use of speaking about the pros- 
pects of co-operation among the great powers and about the 
maintenance of international peace in the future? 

What other principle can be proposed to us by those, who. 
are sick of the principle of unanimity of the great powers, for 
the solution of all the important questions involved in the 
maintenance of peace, including the question of sanctions? 
What “substitute” can they propose instead of “veto”? Don’t 
they want to draw us back to the ruins of the League of 
Nations? One may not answer these questions, gentlemen, but 
we cannot get away from them. 





Anglo-French Pact for Defense Against Germany 


(Following is the official text of the treaty signed by 
France and Great Britain at Dunkerque, France, March 
4, 1947. The treaty, which runs for 50 years, is designed 
to put down any evidence of a military revival in future 
Germany and provides for constant collaboration to ad- 
vance the economic security of both France and Britain.) 


H* majesTY, the King of Great Britain, Ireland and the 
British Dominions beyond the seas, Emperor of India, 
and the President of the French Republic, 

Desiring to confirm in a treaty of alliance a cordial friend- 
ship and close association of interests between the United 
Kingdom and France; 

Convinced that the conclusion of such a treaty will facilitate 
the settlement in a spirit of mutual understanding of all ques- 
tions arising between the two countries; 

Resolved to co-operate closely with one another as well 
as the other United Nations in preserving peace and resisting 
aggression in accordance with the Charter of the United Na- 
tions and in particular with Articles 49, 51, 52, 53 and 107 
thereof; 

Determined to collaborate in measures of mutual assistance 
in the event of any renewal of German aggression, while con- 
sidering most desirable the conclusion of the treaty between 
all these powers having responsibility for actions in relation 
to Germany with the object of preventing Germany from be- 
coming again a menace to peace; 

Having regard to treaties of alliance and mutual assistance 
which they have respectively concluded with the Union of 
Soviet Socialist Republics; 

Intending to strengthen economic relations between the 
two countries to their mutual advantage and in the interests 
of general prosperity, have decided to conclude a treaty 
with these objects and have appointed as their plenipoten- 
tiaries; 

His Majesty, the King of Great Britain, Ireland and the 
British Dominions beyond the seas, Emperor of India: 

For the United Kingdom of Great Britain and Northern 
Ireland, the Right Hon. Ernest Bevin, M. P., His Majesty's 
principal Secretary of State for Foreign Affairs, and the Right 
Hon. Alfred Duff Cooper, His Majesty's Ambassador Extra- 
ordinary and Plenipotentiary at Paris; 

The President of the French Republic: 

For the French Republic, His Excellency, M. Georges 
Bidault, Minister for Foreign Affairs, and His Excellency, M. 
René Massigli, Ambassador Extraordinary and Plenipoten- 
tiary of the French Republic at London, who, having com- 
municated their full powers bound in good and due form, 
have agreed as follows: 


Article 1 


Without prejudice to any arrangements that may be made 
under any treaty concluded between all the powers having 
responsibility for action in relation to Germany under Article 
107 of the Charter of the United Nations, for the purpose of 
preventing any infringement by Germany of her obligations 
with regard to disarmament and demilitarization and gen- 
erally of insuring that Germany shall not again become a men- 
ace to peace, 

The high contracting parties will, in the event of any 
threat to the security of either of them arising from the 
adoption by Germany of a policy of aggression, or from ac- 
tion by Germany designed to facilitate such a policy, take, 
after consulting with each other and where appropriate with 
the other powers having responsibility for actions in relation 
to Germany, such agreed action (which, so long as the said 
Article 107 remains operative, shall be action under that 
article) as is best calculated to put an end to this threat. 


Article 2 


Should either of the high contracting parties become again 
involved in hostilities with Germany, either in consequence 
of an armed attack within the meaning of Article 51 of the 
Charter of the United Nations, by Germany against that 
party, or as a result of agreed action taken against Germany 
under Article 1 of this treaty, or as a result of enforcement 
action taken against Germany by the United Nations Security 
Council, the other high contracting party will at once give 
the high contracting party so involved in hostility all the mili- 
tary and other support and assistance in its power. 


Article 3 


In the event of either high contracting party being prej- 
udiced by the failure of Germany to fulfill any obligation 
of an economic character imposed on her as a result of 
the instrument of surrender, or arising out of any subse- 
quent settlement, the high contracting parties will consult 
with each other, and where appropriate with the other 
powers having responsibilities for action in relation to Ger- 
many, with a view to taking agreed actions to deal with 
the situation. 


Article 4 


Bearing in mind the interests of the other members of 
the United Nations, the high contracting parties will, by 
constant consultation on matters affecting their economic 
relations with each other, take all possible steps to promote 
the prosperity and economic security of both countries and 
thus enable each of them to contribute more effectively to 
the economic and social objectives of the United Nations. 


Article 5 


(1) Nothing in the present treaty should be interpreted as 
derogating in any way from the obligation devolving upon 
the high contracting parties from the provisions of the Charter 
of the United Nations or from any special agreement con- 
cluded in virtue of Article 43 of the Charter. 

(2) Neither of the high contracting parties will conclude 
any alliance or take part in any coalition directed against the 
other high contracting party: nor will they enter into any 
obligation inconsistent with the provisions of the present 
treaty. 


Article 6 


(1) The present treaty is subject to ratification and the 
instruments of ratification will be exchanged in London as 
soon as possible. 

(2) It will come into force immediately on the exchange 
of the instruments of ratification and will remain in force for 
a period of 50 years. 

(3) Unless either of the high contracting parties gives 
to the other notice in writing to terminate it at least one 
year before the expiration of this period, it will remain in 
force without any specified time limit, subject to the right of 
either of the high contracting parties to terminate it by giv- 
ing to the other in writing a year’s notice of his intentions 
to do so. 

In witness whereof the above-mentioned plenipotenti- 
aries have signed the present treaty and affixed thereto their 
seals. 

Done in Dunkerque the fourth day of March, 1947, in du- 
plicate in English and in French, both texts being equally 
authentic. 
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Argentina Is Cool 
To Private Buyers 


Military leaders and diplomatic ex- 
perts of the U.S. are gravely con- 
cerned over the present plight of the 
world. They are convinced that the 
situation is much more critical than is 
generally realized by the public. Be- 
cause of the current’situation between 
the U.S. and Russia, the basic policy 
in Washington has taken a new turn. 
Policy now is to combat Russian ad- 
vance and trv to checkmate the 
Soviet Union wherever the borders of 
Russia and the Western world meet. 


o °o 9 


Despite speculation over Greece’s 
future, the U.S. is not planning to 
reinforce its naval units in the Medi- 
terranean at present. The plan is to 
ma‘ntain four cruisers and nine de- 
strovers in European waters, with 
three fourths of the force in the Medi- 
terranean. A carrier probably will be 
sent into the area occasionally. Al- 
thouch not considered a maior neval 
sroup, this fleet is much stronger than 
that ‘maintained by the U.S. in Eu- 
ropean waters before the war. 


o 0 °O 


American importers are getting a 
cool reception from Argentina these 
days. The Peron Government prefers 
to deal on a bulk basis, government to 
government, which is more profitable 
and has political advantages. The 
U. S.-Argentine deadlock over linseed 
oil was not due to price so much as to 
Peron’s insistence on selling onlv to 
the U.S. Government, not to private 
buyers. He got his way. 


o °o 90 


Although it has been unable to ac- 
complish all it would like to as a fact- 
finding mission, the U.N. Commis- 
sion in Greece is likely to stay in that 
country for five months or so because 
of the grave situation there. U.N. offi- 
cials and the Greek Government feel 
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More Controls Ahead 
For British Industry 


that the presence of the Commission 
may serve as a stabilizing influence in 
that politically restless country. 


o oo 90 


Instead of asking for another loan 
from the U. S. when the present credit 
is exhausted, Great Britain may sug- 
gest that Washington advance dollar 
loans to Britain’s customer-nations in 
Europe. The theory is that this ar- 
rangement would provide British cus- 
tomers with the dollars to buy goods 
made in England, and thus serve as a 
stimulus to trade revival everywhere. 


o 0° 90 


Difficulties are arising in obtaining 
effective co-ordination between the 
U.S. Administration in Washington 
and Warren Austin, the U. S. delegate 
to the United Nations. On the ques- 
tion of disarmament, for example, 
three co-ordinating committees have 
been created now to handle over-all 
policy, operating policy and the actual 
work of carrying out decisions. 


o oo 9 


One result of the industrial crisis in 
Britain will be an increase in the 
scone of Government controls. The 
reasoning in the Cabinet is that actual 
planning and direction of industry can 
be achieved now without increased 
nationalization by a more strict alloca- 
tion of raw materials and fuel. Ex- 
ports can be controlled by supplying 
materials first to plants that export 
mainly to “hard currency” markets. 
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Russia’s decision to admit more 
U.S. correspondents to the Moscow 
Conference came as a surprise to the 
State Department in Washington. Top 


Monetary Inflation 
Increases in Japan 


officials in the U. S. had given up hope 
of increasing press coverage of the 
Conference. It was Ambassador Smith's 
action in scraping up more sleepine 
room at the American Embassy in 
Moscow that finally turned the trick. 
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About 200,000 of the 500,000 radio 
receivers in Russia are in the homes 
of Soviet Army veterans who picled 
up the sets while on duty in Germany 
and other countries of Europe. The 
U.S. regards these men and their fam- 
ilies as the biggest single element of 
the potential audience for American 
broadcasts to Russia. 


o 0 9 


Because of the pressures of infla- 
tion, Japanese printing presses now 
are turning out currency of bie de- 
nomination, printing notes that run as 
high as 10,000 yen. Japanese officials 
say privately that the presses have 
been unable to turn out 100-yen notes 
fast enough to keep abreast of the 
mounting monetary inflation in Tokyo. 
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Since the British announced their 
decision to quit India, there has bee” 
a sharp increase in the number o! 
transportation bookings by English 
people anxious to get back to the 
British Isles. Thousands are awaitine 
passage at Bombay and other Indian 
ports. 


o 0 9 


Joseph Stalin’s action in stepping 
down as Minister of Armed Forces for 
Russia was taken partly for the 
psychological effect it would have on 
the Russian peonle. Soviet officials are 
deliberately taking the emphasis off 
the Army at home to convince the 
public of the acute need for getting 
all the man power possible at work in 
civilian employment. 
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